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EXTENSION OF SMALL BUSINESS ACT OF 1953 


WEDNESDAY, MAY 18, 1955 


Houser or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 


The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 


Present: Chairman Spence, Messrs. Brown, Patman, Rains, Multer, 
Addonizio, Barrett, O’Hara, Mrs. Buchanan, Mrs. Sullivan, Mrs. 
Griffiths, Messrs. Ashley, Vanik, Davidson, Wolcott, Kilburn, Mc- 
Donough, Widnall, Betts, McVey, Nicholson, and Bass. 

The CHartrMAN. The committee will be in order. 

We will take up this morning H. R. 5729, H. R. 4525, H. R. 5207, 
and H. R. 6301, dealing with the Small Business Administration. 

(The bills referred to above are as follows:) 


[H. R. 6301, 84th Cong., 1st sess.] 
A BILL To amend the Small Business Act of 1953, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 204 (a) of the Small Business Act of 
1953 is hereby amended by the insertion, after the word ‘‘branch”’, the following: 
“and regional’. 

Sec. 2. Subsection (b) of section 204 of the Small Business Act of 1953 is 
amended as follows: 

(1) By striking out ‘$275,000,000” wherever it appears and inserting in lieu 
thereof ‘$550,000,000’’. 

(2) By striking out “$150,000,000”’ wherever it appears and inserting in lieu 
thereof “‘$300,000,000’’. 

(3) By striking out “$25,000,000” wherever it appears and inserting in lieu 
thereof “‘$50,000,000”’. 

(4) By striking out **$100,000,000” wherever it appears and inserting in lieu 
thereof ‘“‘$200,000,000’’. 

7 2 Section 204 (d) of the Small Business Act of 1953 (67 Stat. 233) is hereby 
repealed. 

Sec. 4. Section 204 of the Small Business Act of 1953 is further amended by 
inserting the following new subsections after subsection (d), as follows: 

““(e) As used in this Act, the term ‘United States’ includes the several States, 
the Territories and possessions of the United States, the Commonwealth of Puerto 
Rico and the District of Columbia.” 

“(f) The Administrator shall establish regional offices of the Administration in 
the Territories of Alaska, Hawaii, and in the Commonwealth of Puerto Rico.” 

Src. 5. Section 207 of the Small Business Act of 1953 is amended by striking 
out of subsection (a), subdivision (1), the words “and all loans made shall be of 
such sound value or so secured as reasonably to assure repayment” and insert at 
the end of the subdivision, after the semicolon, the words “‘and all loans shall be 
reasonably sound and indicate reasonable assurance of repayment;’’. 

Sec. 6. Section 207 (a) of the Small Business Act of 1953 is amended by striking 
out ‘‘$150,000” in subdivision (2) thereof and inserting in lieu thereof ‘‘$250,000”’. 

Src. 7. Section 211 of the Small Business Act of 1953 (67 Stat. 237) is hereby 
repealed. 
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Sec. 8. Section 212 of the Small Business Act of 1953 is amended by inserting 
the following new subsections after subsection (i), as follows: 

“(j) The Administrator shall issue appropriate certificates with respect to 
whether a firm is or is not a small business. Such certificates shall be issued by 
the Administrator under the authority granted in subsection (c) of this section, 
in accordance with the criteria as expressed in section 203 of this Act.” 

“(k) It shall be the duty of the Administrator to consult and cooperate with 
governmental departments and agencies in the issuance of all orders or in the 
formulation of policy or policies in any way affecting small business concerns. 
All such governmental departments or agencies are required, before issuing such 
orders or announcing such policy or policies, to consult and cooperate with the 
Administration in order that the interests of small business enterprises may be 
recognized, protected, and preserved.” 

Sec. 9. Section 213 is amended by adding “(a)” immediately following section 
213 and by inserting an additional subsection, as follows: 

““(b) In any ease in which a small business concern or firm has been certified by 
and under authority of the Administration to be a small business in accordance 
with the criteria as expressed in section 203 of this Act, the offices of the Govern- 
ment having procurement or lending powers are directed to accept such certifica- 
tion as conclusive in connection with the determination whether or not the firm 
or concern is or is not small business.” 

Sec. 10. Section 215 of the Small Business Act of 1953 is amended by inserting 
at the end thereof the following new sentence: ‘“‘The Administration shall make a 
report every month of the operations under this title to the Senate Select Com- 
mittee on Small Business, and to the House Select Committee To Conduct a 
Study and Investigation of the Problems of Small Business.” 

See. 11. Section 215 of the Small Business Act of 1953 is further amended by 
adding at the end thereof the following sentence. ‘The Administration shall 
retain all correspondence, records of inquiries, memoranda, reports, books and 
records, including memoranda as to all investigations conducted by or for the 
Administration, for a period of at least one year from the date of each thereof, 
and shall at all times keep the same available for inspection and examination by 
the Senate Select Committee on Small Business, and the House Select Committee 
To Conduct a Study and Investigation of the Problems of Small Business, or 
their duly authorized representatives.”’ 

Sec. 12. Section 221 of the Small Business Act of 1953 is hereby amended by 
striking out “1955” and inserting in lieu thereof ‘1956’’. 

Sec. 13. The Small Business Act of 1953 is amended by adding at the end 
thereof a new section which shall read as follows: 

“Sec. 224. All laws and parts of laws inconsistent with this Act are hereby 
repealed to the extent of such inconsistency.”’ 

Sec. 14. Section 3 of the Armed Services Procurement Act of 1947 is amended 
by adding at the end thereof the following new paragraph: 

“(e) All bids or invitations for bids shall contain in their specifications all the 
necessary language and material required and shall be so descriptive both in its 
language and attachments thereto in order to permit full and free competition. 
Any bid or invitation to bid which shall not carry the necessary descriptive 
language and attachments thereto, or if such attachments are not available or 
accessible to all competent, reliable bidders, such bid or invitation to bid shall be 
invalid and any award or awards made to any bidder in such case shall be invali- 
dated and rejected.” 





[H. R. 5207, 84th Cong., 1st sess.] 


A BILL To amend the Small Business Act of 1953 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 304 (b) of the Small Business Act 
of 1953 is amended by striking out the fifth and sixth sentences and inserting in 
lieu thereof the following: “Not to exceed an aggregate of $175,000,000 shall be 
i at any one time for the purposes enumerated in sections 207 (a) and 

b).” 

Sec. 2. (a) Section 205 (a) of the Small Business Act of 1953 is amended (1) 
by striking out “require bonds of them and fix the penalties thereto” and inserting 
in lieu thereof “to provide bonds for them in such amounts as the Administrator 
shall determine, and to pay the costs of qualification of certain of them as notaries 
public”, and (2) by inserting at the end thereof the following: ‘The President 
is authorized, to the extent he deems it necessary and appropriate in order to 
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carry out the provisions of this Act, to place positions and employ persons in 
grades 16, 17, and 18 of the General Schedule established by the Classification 
Act of 1949, as amended, and such positions shall be additional to the number 
authorized by section 505 of that Act.” 

(b) Section 205 (c) of such Act is amended by adding at the end thereof the 
following: ‘Individuals so employed may be compensated at rates not in excess 
of $50 per diem, and, while such individuals are away from their homes or regular 
places of business, they may be allowed transportation and not to exceed $15 
per diem in lieu of subsistence and other expenses. The President is authorized 
to provide by regulation for the exemption of such individuals from the operation 
of sections 281, 283, 284, 434, and 1914 a title 18 of the United States Code and 
section 190 of the Revised Statutes (5 U. C. 99).” 

Sec. 3. (a) Section 207 (b) of the Small Business Act of 1953 is amended by 
inserting immediately following the words ‘‘to make such loans” the following: 
“(either directly or in cooperation with banks or other lending institutions 
through agreements to participate on an immediate or deferred basis)’. 

(b) Section 207 of such Act is further amended by inserting after subsection (e) 
a new subsection as follows: 

“(f) To further extend the maturity of or renew any loan made pursuant to 
subsection (a) or (b) of this section, beyond the periods stated therein, or any 
loan transferred to the Administration pursuant to Reorganization Plan Numbered 
2 of 1954, for additional periods not to exceed ten years, if such extension or 
renewal will aid in the orderly liquidation of such loan.” 

Sec. 4. Section 214 of the Small Business Act of 1953 is amended by inserting 
before “mobilizing” the words ‘‘maintaining or’. 

Sec. 5. (a) Section 218 (b) of the Small Business Act of 1953 is hereby repealed. 

(b) Section 218 (a) of such Act is amended by striking out ‘‘(a)’’ immediately 
following ‘Src. 218.” 

Sec. 6. (a) Section 221 of the Small Business Act of 1953 is hereby repealed. 

(b) Sections 222 and 223 of such Act are redesignated as sections 221 and 222, 
respectively. 





[H. R. 4525, 84th Cong., Ist sess.} 
A BILL To amend the Small Business Act of 1953, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 204 (d) of the Small Business Act of 
1953 (67 Stat. 233) is hereby repealed. 

Sec. 2. Section 221 of the Small Business Act of 1953 is hereby repealed. 

Sec. 3. Section 207 (a) of the Small Business Act of 1953 is hereby amended 
by striking out ‘$150,000” in paragraph 2 thereof and inserting in lieu thereof 
“$250,000”. 





[H. R. 5729, 84th Cong., Ist sess. 


A BILL To amend the Small Business Act of 1953 to authorize loans to be made by the Small Business 
Administration to development credit corporations or industrial foundations located in areas having a 
substantial labor surplus. 


Be it enacted by the Senate and House of Revresentatives of the United States of 
America in. Congress assembled, That section 207 of the Small Business Act of 1953 
(15 U. S. C., see. 636) is amended by striking out ‘‘and’’ at the end of paragraph 
(d); by striking out the period at the end of paragraph (e) and inserting in lieu 
thereof: ”; and’; and by adding at the end of such section the following new 
paragraph: 

‘“(f) to make loans to development credit corporations or industrial founda- 
tions located in aréas having a substantial surplus of labor (as certified by 
the Secretary of Labor according to the standards established under Defense 
Manpower Policy Numbered 4 (13 F. R. 6995), or any similar rule, regulation, 
order, or policy), to enable such corporation to promote the establishment 
and location of new industries and businesses in such municipality, and to 
enable such corporation to promote the expansion and modernization of those 
industries and businesses already located in such locality; except that such 
loans shall be subject to the following restrictions: 

‘(1) No financial assistance shall be extended pursuant to (f) above 
unless the financial assistance applied for is not otherwise available on 
reasonable terms and all loans made under (f) above shall be so secured 
as reasonably to assure repayment; 
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(2) No loan shall be made which shall have a maturity date in excess 
of twenty-five years.” 


Src. 2. Subsection (b) of section 204 of such Act is amended as follows: 


(1) By striking out “275,000,000” wherever it appears and inserting in lieu 
thereof: “375,000,000” ; 


(2) By striking out “207 (a), (b), (ec), and (d)” in the fourth sentence thereof 
and inserting in lieu thereof: ‘‘207 (a), (b), (c), (d), and (f)’’; and 

(3) By inserting immediately after the seventh sentence thereof the following: 
‘Not to exceed an aggregate of $100,000,.000 shall be outstanding at any one time 
for the purposes enumerated in section 207 (f) of this title.’’ 

Sec. 3. Subsection (a) of section 221 of such Act (relating to the termination 
date of the Small Business Administration) is amended by striking out ‘‘June 30, 
1955,” and inserting in lieu thereof “June 30, 1957,’. 

The CHarrmMan. We have with us this morning Mr. Wendell 
Barnes, Administrator of the Small Business Admistration. 

We are very glad to hear you, Mr. Barnes. Do you have a prepared 
statement? 

Mr. Barngs. Yes, sir, Mr. Chairman, I have a prepared statement 
in which I discuss the legislation. 

The CuarrMan. You may proceed as you desire. 


STATEMENT OF WENDELL B. BARNES, ADMINISTRATOR, SMALL 
BUSINESS ADMINISTRATION 


Mr. Barnes. Mr. Chairman and members of the Committee on 
Banking and Currency of the House of Representatives, I greatly 
appreciate the opportunity to appear before you today and testify 
on measures to extend the life of the Small Business Administration, 
which you know expires under existing law June 30, 1955. 

The Small Business Act of 1953 assigned to the Small Business 
Administration four principal functions, and with your permission I 
— review briefly what the agency has done in each of these areas. 

ey are: 

First, to counsel with small firms on their financial problems and 
to assist them in obtaining needed credit; if private credit is not 
available on reasonable terms, to participate in loans by private 
lending institutions, or to make direct Government loans to the firms. 

Second, to make loans for rehabilitation of small businesses and 
homes damaged or destroyed by natural disasters, such as storms 
and floods. 

Third, to help small businesses obtain a fair share of the Govern- 
ment’s contracts for supplies and services, and 

Fourth, to assist small firms in solving their management and pro- 
duction problems. 

Section 204 (b) of the Small Business Act of 1953 authorizes appro- 
priations totaling $275 million to a revolving fund in the Treasury, 
of which not to exceed $150 million would be available for business 
loans, $25 million for disaster loans, and $100 million for the taking of 
prime contracts and the subcontracting of the work to small business. 

Against this authorization of $275 million, the Congress has ap- 
propriated a total of $80 million which is available for all 3 of the 
aforementioned purposes. Of this total, a little over $4 million has 
been transferred to the appropriation for administrative expenses, 
leaving about $76 million available for lending. 

Through April 30, 1955, Small Business Administration had ap- 
proved 2,585 loans for the total amount of $81,714,000. Small Busi- 
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ness Administration’s share of this total was $69,328,000. However, 
after taking into consideration cancellations of approved amounts and 
repayments by borrowers on loans disbursed, there was approximately 
$24,800,000 uncommitted in the Small Business Administration re- 
volving fund as of April 30, 1955. 

Of these loans approved, 1,424 were business loans in the gross 
amount of $73,818,000, with Small Business Administration’s share 
being $61,505,000. The remaining 1,161 were disaster loans for 
$7,896,000. 

In approving the 2,585 loans, Small Business Administration acted 
upon a total of 5,209 applications, of which 2,624 were declined for 
various reasons. Of the declinations, 2,446 were applications for 
business loans, and 178 were requests for disaster loans. 

In addition, Small Business Administration is administering approxi- 
mately 3,000 disaster loans made by the Reconstruction Finance Cor- 
poration which have been transferred to the agency for collection. 

Actions were taken on loans with full consciousness of our obliga- 
tion, as prescribed by the act, to make only loans which are of such 
sound value or so secured as reasonably to assure repayment. This 
has been our criteria when taking action on loan applications. How- 
ever, we have always given full weight to our obligation and objective 
under the act to provide needed financing to small-business concerns 
when it is not otherwise available. 

All applicants, of course, cannot qualify but we do make a sincere 
effort to make loans where there is merit and there is likelihood that 
public funds advanced will be repaid. 

In keeping with the intent of Congress, when it established the 
Small Business Administration, it is the agency’s policy to cooperate, 
not compete, with the private lending institutions of the country. 
How well we have succeeded in this objective is demonstrated, I 
believe, by the fact that 66 percent of our loans have been in partici- 
pation with private financial institutions. 

Further, in 75 percent of these participation loans, the Small 
Business Administration’s participation is on a deferred basis, which 
means that the bank will disburse the entire loan, and most likely 
the funds for which the agency is committed will never be withdrawn 
from the Treasury. 

As still another indication of our desire to cooperate fully with 
private lenders, and of our belief that one of the best services we can 
render to a small business is to assist it in developing a private line of 
credit, we have recently placed on sale to banks and other private 
lenders $5 million in direct business loans made by the agency. 

These are all seasoned loans which have been outstanding for 6 
months or more, and are available to private lenders on the same 
terms as they were made by the Government. We expect to make 
further offerings from time to time as loans more recently granted 
are seasoned. And this, of course, will have the effect of releasing 
commitments against our revolving fund and make less appropriation 
to the revolving fund necessary. 

Another significant fact about the agency’s business lending program 
is that most of our loans have gone to the smaller members of the 
small-business community. A recent analysis showed that more than 
88 percent of the agency’s loans to manufacturers have gone to firms 
which employ fewer than 100 persons. In addition, 66.1 percent by 
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number and 33 percent of the dollar amount of the business loans 
loans approved have been under $50,000. 

Our agency has been assigned the disaster loan responsibility 
formerly exercised by the Reconstruction Finance Corporation. Due 
to the number of hurricanes, tornadoes, and floods in the past year 
there has been an unusual amount of activity in this field; in fact, more 
than anticipated at the time staffing and budget requirements were 
developed. 

Another and equally important part of the Small Business Adminis- 
tration’s financial assistance program is counseling with small firms 
on their financial problems. ‘Through its trained financial specialists, 
the agency gives small firms advice and counsel on financial manage- 
ment problems and in some cases active aid in meeting the credit 
requirements of private lending sources. In the first 9 months of 
this fiscal year alone our field offices have reported approximately 
5,500 cases of financial counseling. 

Our records also show that of the loan applications authorized by 
the agency and later canceled at the request of the applicant, approx- 
imately 40 percent have been canceled due to the borrower’s subse- 
quent ability to obtain financing from private sources. In many of 
these cases, it was the agency’s assistance that made it possible for 
them to obtain private funds. 

Under its procurement assistance program, the Small Business 
Administration assists small firms to obtain a greater share of Govern- 
ment contracts, as well as subcontracts with large concerns. 

By agreement between the Department of Defense and the Small 
Business Administration, representatives of the two agencies jointly 
review proposed military purchases and determine which ones should 
be set aside for exclusive award to small business. This joint deter- 
mination program has resulted in approximately a half billion dollars 
in proposed military purchases being reserved for small business. 
Small firms already have received almost 3,600 contracts totaling 
about $221 million. 

We also have agreements covering cooperative programs, designed 
to increase the share of their purchases going to small firms, with 
other agencies, including the General Services Administration, the 
Atomic Energy Commission, and the Post Office Department. These 
vary from supplying additional names for bid lists to use of the joint 
determination and certificate of competency procedures. 

The Small Business Administration is authorized to certify to the 
financial and technical competency of small firms to carry out specific 
Government contracts on which they are low bidders. These certifi- 
cates, issued only after a careful study by our staff specialists, 
convince us that the small firm actually is capable of performing the 
contract satisfactorily. So far, our activities have resulted in the 
issuance of 81 certificates covering procurements totaling $8,992,352. 

Through the Small Business Administration’s field offices, small 
firms have available within their own areas a ready source of informa- 
tion on opportunities to sell to the Government method of getting on 
bidders lists, and counseling on production and related problems. 
Each regional office of the agency maintains an inventory of small 
plant facilities in its area and uses the inventory to call prime contract 
and subcontract opportunities to the attention of small firms which 
have the necessary facilities to bid on them. 
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More than 223,000 notifications of procurement opportunities have 
been made to small firms. Since July 1, 1954, some 2,136 contracts 
totaling more than $185 million have been awarded to small firms 
notified of the procurement opportunities by the Small Business 
Administration. 

We also provide a number of other tools designed to assist small 
firms in their efforts to obtain Government business. For example, 
the agency provides small firms with information on the specifications 
used by the Government in its purchasing activities, and has published 
two directories—the United States Government Purchasing Directory 
and the United States Government Specifications Directory—to guide 
small firms in selling to the Government. 

The Small Business Administration’s fourth major program, man- 
agerial and production assistance, embraces a number of services to 
small business. 

We provide small firms with publications on important manage- 
ment and technical subjects, prepared largely by recognized experts 
in private industry. These fall into three general classifications, 
known as management aids, technical aids, and small-marketers aids. 
More than 1,275,000 copies of these have been distributed by Small 
Business Administration. Many other thousands have been reprinted 
and distributed, at no cost to the Government, by trade associations 
and other private organizations. 

The agency also has published 16 booklets dealing at greater length 
with important management subjects and also written, for the most 
part, by specialists of private industry. More than 285,000 copies 
of these booklets have been sold by the Government Printing Office. 

Often, a very serious problem of the small-business owner or manager 
is lack of a well-rounded administrative background. The owner or 
manager may have very broad experience in the sales field, or in pro- 
duction, or in some other area of business, but may not have the overall 
grasp of administration that is so necessary to success. 

To help these small-business owners and managers, the Small Busi- 
ness Administration, in cooperation with leading educational institu- 
tions, is providing short evening courses in administrative 
management, 

We began this program in the spring of 1954 on a test basis, in two 
universities. ‘The response was so enthusiastic, both from the busi- 
nessmen who attended the first two courses and from the participating 
universities themselves, that the program has been expanded to include 
54 courses in 38 educational institutions during the 1954-55 school 
year. 

About 2,000 small-business owners and managers will attend the 
courses this school year. Many of the courses have been oversub- 
scribed within a short time after they were announced. 

Another Small Business Administration service which also might be 
termed a pioneering effort is the products assistance program. Like 
the administrative management courses, this program has met with 
widespread interest on the part of businessmen. 

In the products assistance program, the agency seeks to serve as a 
clearinghouse from which small firms may obtain counsel and guidance 
in product development and improvement, and in locating and mar- 
keting a product. 
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The introduction of new products and diversification of products 
are factors which make our economy dynamic and strong. The 
Nation’s small businesses generally do not have the ability to maintain 
research and development facilities and therefore have a problem in 
remaining up to date in product and marketing techniques. Any- 
thing the Small Business Administration can do through its products 
assistance program in acquainting the business community with new 
and improved product possibilities can contribute to the overall em- 
ployment and economic strength. 

The Small Business Administration maintains a register of products, 
inventions, or commercial ideas whose respective owners have made 
them available for commercial development or distribution. ‘To com- 
plement this service, the agency maintains a similar register of manu- 
facturers who are interested in obtaining new products to manufacture. 

We also have enlisted the cooperation of large firms who are fre- 
quently offered new improvements and processes. We are receiving 
from them inventions and commercial products which have possible 
merit and which do not fit into their scope of activities. In such 
cases, the firm refers the inventors to Small Business Administration 
as a possible source to assist in bringing them together with small 
concerns looking for new products. 

As still another part of the products assistance program, we are 
bringing to the attention of mal firms the many Government-owned 
patents which are available for licensing. 

Although this service is relatively new—it has been underway just 
a few months now—the agency has already taken action on more 
than 2,000 products assistance cases. 

The Small Business Administration also maintains a field staff of 
production specialists who assist small firms in a number of ways. 
For example, they give technical engineering counsel and assistance 
to small firms, and help them with problems in regard to Government 
specifications, obtaining materials and equipment which are in short 
supply, and applying for accelerated tax amortization privileges. 

That is a brief outline of our four major programs and our accom- 
plishments in them to date. 

The total number of employees in the Small Business Administra- 
tion on April 30, 1955 was 741. 

With the exception of an accounting unit for disaster loans which 
is located in Chicago, our administrative functions are at present 
centralized in Washington. This centralization has been retained as 
an economy measure, since the agency has not been of sufficient size 
to justify decentralization of the staff functions. 

The Small Business Administration field organization consists of 
14 regional offices, varying in size of staff from 13 to 49, and 26 
branch offices, which vary in size from 2 to 9 employees. 

Our appropriation for the current year totaled $4,675,000 for salaries 
and expenses. In addition, $614,000 was made available to the agency 
to cover the cost of handling the RFC disaster loan activities, and the 
agency has received a supplemental appropriation, for salaries and 
expenses, of $224,000. Thus the total funds available to the agency 
this fiscal year for the administration of all services are $5,513,000. 

The Small Business Administration has now had the benefit of 2 
years’ experience in operating under the Small Business Act of 1953. 
We have found that this act on the whole contains good and workable 
basic legislation. 
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The membership of the Loan Policy Board is composed of the Ad- 
ministrator of the Small Business Administration, the Secretary of the 
Treasury, and the Secretary of Commerce. It is my opinion that this 
Advisory Board performs an essential function and should be retained. 
It is the aim of the Board to interpret constructively the defined pur- 
poses of the agency’s lending activity and, under the limitations and 
restrictions prescribed by the act, to establish policies which will meet 
the legitimate credit needs of small business to the maximum extent. 

The Board does not supervise the day-to-day lending activities of 
the agency or take any other part in its management; it neither reviews 
loans nor makes any determination with respect to them. Generally, 
no lending program should be conducted without a board for the ad- 
ministrative officials to consult with on general policy matters. This 
is particularly true in Government, where fiscal policies and other 
matters of public interest are involved. 

No bank, insurance company, or savings and loan company operates 
its lending program without a board to establish policies for the 
organization, and to advise the management. It is not reasonable, 
either in private banking or in Government lending programs, where 
large sums are involved, to ask one individual to assume responsibility 
both for the making of all policies and for the management of all 
operations. 

I have reported to the Board from time to time on changes in policy 
which I believe desirable. After objective consideration and marshall- 
ing the facts, the Board has acted on my suggestions. It has lowered 
the interest rates on disaster loans, has made additional types of small 
businesses eligible for loans and has helped to interpret policies previ- 
ously announced by the Board. 

It has provided an important avenue of communication and a means 
of coordinating policies with other Government departments having 
basic governmental fiscal responsibilities and important service assign- 
ments closely related to and affected by those of the Small Business 
Administration. It is my personal conviction as well as official 
recommendation that the Board be retained in its present form. 

The suggestion has been made that the present limitation of 
$150,000 on our business loans be revised upward. I might point 
out that in the case of agency participation in loans with lending 
institutions, a loan in excess of the $150,000 maximum may be made, 
since the statutory limitation applies only to the Small Business 
Administration share of the loan. Several such larger loans have been 
made; in fact, 22 loans involving 6.1 percent of the total dollars 
loaned have been made in excess of the $150,000 limit. 

I might add that the average size of our business loans has been 
$52,152. Further, the Reconstruction Finance Corporation, which 
had no dollar limitations on its loans, found that 90 percent of them 
were for $100,000 or less. It is the Administration’s view, therefore, 
that no need has been demonstrated for an increase in the present 
maximum loan limitation of $150,000. 

We find that the act can and should be improved by the addition 
of a number of amendments which have to do with the administration 
of the small-business program. For this reason, we have recom- 
mended that the Small Business Act of 1953 be amended so as to 
combine the disaster and business loan fund authorizations to fix the 
maximum fees for consultants, and, in order to assist in the orderly 
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liquidation of certain loans, to permit the extension of such loans 
beyond the present 10-year maximum period. 

In addition, at the suggestion of the Comptroller General, we are 
requesting that the present law be amended, specifically to authorize 
participation-type loans in the disaster-loan program and to clarify 
the authority to retain the services of fee counsel in the disaster-loan 
program where such authority is deemed necessary and in other 
instances where the retention of fee counsel would be more economical 
and efficient. 

It is anticipated that the foregoing changes, which are in the nature 
of remedial provisions would result in improved administration of the 
small-business program. 

To summarize, this Administration is supporting H. R. 5207, with 
the exception that I recommend to the committee that the statutory 
life of the Agency be extended for 2 years. You, of course, know that 
an extension has been recommended by the President in both his state 
of the Union and budget messages. 

A 2-year extension is desirable since it will give the Congress an 
opportunity to review the work of the Agency at regular intervals. 
Two other amendments to H. R. 5207 are recommended. I have 
already mentioned the one realting to employment of attorneys by 
contract; the other would provide for standardized language for our 
authority to employ personnel in supergrade positions. These 
additional amendments have been offered by Congressman Hill. 

I appreciate the opportunity to appear before this committee and 
I would be happy to answer any questions you may have. 

Mr. Chairman, I have several exhibits which might be useful to the 
staff of the committee in preparing its report, which I might introduce 
formally at this time, if you would prefer. 

The CuarRMAN. You may continue at this time, if you desire. 

Mr. Barnes. At the time each loan is disbursed and concluded, a 
letter is written to the borrower in which it is pointed out to him the 
motive of Congress in passing this law, that we have acted under 
our discretionary authority under the law, and further pointing out 
the need for strict observance of the loan agreements and regular 
payments in order that he may improve his credit. 

The borrowers frequently, upon receipt of this letter, write us back 
fully, stating what the loan has meant to them in the conduct of 
their business and in their plans for future operation. I think it 
would be of interest to the committee, when it is reviewing this bill, 
to have some of these letters before the committee. They are unsolic- 
ited letters, although they are in response to the final letter they 
receive from us, and while it may not be desirable to reprint them 
completely in the record, I merely offer them for the committee and 
for the use of its staff. 

I mentioned in my statement examples of financial counseling. Of 
course, we wouldn’t presume to have complete knowledge on financial 
matters that might help small business, but we do have experts who 
are highly trained in the field and who have been dealing with financial 
matters for small business for many years. Most of them, or a great 
many of them, came to us after having had experience in other Govern- 
ment agencies in the Reconstruction Finance Corporation, and are 
well-trained people. 

We have kept a record of some of the instances where we have given 
financial counseling to small firms, which has made it possible for 

















EXTENSION OF SMALL BUSINESS ACT OF 1953 11 





them to solve their financial problems without resort to a Government 
loan. 

I am frequently asked if there are actual cases of that. Each one 
of these instances are actual cases in which, by counseling with our 
people, they have been able to obtain financial assistance and been 
able to largely solve their financial problems without the making of a 
Government loan. 

I will introduce these examples for the committee’s use. 

We are frequently asked as to what use the proceeds of the loans 
are put by these firms to whom we have made loans. It is possible 
for us to give information on that statistically because in the appli- 
cation for a loan we ask them to state their purpose and to break it 
down into dollar amounts. 

We have totaled that up, and I have here and will read into the 
record the use of proceeds of the business loans which have been 
made by the Small Business Administration since the enactment of 
the Small Business Act in August of 1953, and the start of our actual 
lending program, around the first of October of 1952, through March 

, 1955. 

The use for facilities, $17,517,321, or 25.2 percent of the total. 
The use for equipment—purchase of new equipment, machinery, and 
so on, $6,896,966, or 9.9 percent of the total. Used for working 

capital, $28,797,275, or 41.4 percent of the total. 

Used for consolidation of obligations, current debts and other past- 
due accounts payable, and — of the payment over a longer 
period of time, $16,331,926, or 23.5 percent of the total. 

The total amount of dollars was $69,543,488, making a hundred 
percent of the total. I believe I should report, Mr. Chairman, to 
you on the status of delinquent loans, since I am accountable for these 
funds and for the decisions that I have made in the loan program. 

We quite clearly are operating in this loan program in the more 
risky loan areas. Certainly all of these applicants have been to 
private lending institutions before they come to us; we are required 
to make certain of that. The best private lenders in the country 
have looked at these loans before we have an opportunity to look at 
them, so that it cannot be expected to operate this loan program with- 
out some loss. 

I now wish to report to the committee on the status of the loans—— 

The CuarrMan. The Chair will call the members of the committee 
in order so everybody will have a chance to interrogate the witness. 
I hope they will limit themselves to 5 minutes on the first round. 

Mr. Wolcott. 

Mr. Wotcotr. What were you going to say about delinquent 
loans? 

Mr. Barnes. Mr. Chairman, shall I proceed? 

The CuHarrMaANn. Proceed. 

Mr. Barnss. This is a report on business loans delinquent—— 

Mr. Wo.corr. Confine yourself to the 5 minutes which I have been 
allotted. I will allocate such part of my 5 minutes as is necessary for 
you to complete your statement on delinquent loans. 

Mr. Barnes. All right, sir. 

Of the current loans which have been disbursed, some 770 loans, 
there are at present, or at the time of this report, which is only 3 or 4 
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days old, 16 loans delinquent. The delinquencies are comprised of 
the following type loans: 

There were seven 

Mr. Wo corr. Sixteen out of a total of what? 

Mr. Barngs. Sixteen out of a total of 770 disbursed. The amount 
of delinquencies are $303,320, out of a total of $38,666,367. The 
delinquencies are comprised of the following: There were seven direct 
loans, for a total of $172,895. There were nine bank participation 
loans for a total of $130,425. In the latter type loans, of course, they 
are being administered and serviced by the bank, and in the case of 
the direct loans, we are making the collections ourselves. 

As to the status of these delinquencies, there were 2 that were in 
foreclosure, 2 that were in bankruptcy, and 1 that was in receivership. 

Of the remaining 16, 11 had installments past due, but the de- 
linquency is expected to be cured within the next 30 days. 

Approximately eight-tenths of 1 percent of the amount disbursed 
are delinquent. I have an analysis of each of the loans that are 
delinquent, but unless you wish the information inserted in the 
record, I will just put the overall report that I have made as to 
delinquencies in the record. 

That indicates that it is our belief at this time that we will experience 
losses in only five of the total amount of loans disbursed throughout 
this period. 

Mr. Wotcorr. Mr. Barnes, under the definition of ‘“‘small business,”’ 
section 203 of the 1953 act [reading]: 

For the purposes of this title, a small-business concern shall be one which is 


independently owned and operated and which is not dominant in its field of 
operation, 


In addition to the foregoing criteria, the Administration, in making a detailed 
definition, may use these criteria, among others. 

Have you, in addition to the criteria named in the act, established 
any additional definition of what constitutes a small business? 

Mr. Barnes. Yes, sir, we have. We established a definition which 
applied to the granting of loans. We limited it to that purpose and 
kept it an interagency matter, because the problem of defining ac- 
curately “small business” is a very complicated one. 

We made a definition based on industry classifications, analyzing 
the size of the firms in each industry, and indicating in the definition 
by employment which firms were small and which ones were large. 
We limited that to our loan program because that was completely 
Le the control of our agency, and we could gain some experience 
with it. 

We first adopted that and began using it about a year ago, I believe, 
in February or March. After several months’ experience with it, it 
was found necessary to change a number of the categories. They 
were not completely accurate, although we based them on information 
collected from the business census and data available from various 
sources. 

We subsequently revised that definition and have operated under 
the revised definition about 6 to 8 months. 

Recently, we have undertaken a further study of the proper defini- 
tion of small business. Since, if we apply it to procurement matters, 
a number of other agencies and departments of Government are 
affected—the Department of Defense, Atomic Energy Commission, 
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Veterans’ Administration, Post Office—all of the agencies which han- 
dle procurement for the Government—we set up a task force composed 
of the representatives from these other agencies so they would each 
have an opportunity to be familiar with the development of the defi- 
nition, and have asked them to comment on the proposed definition 
and what is practical for application to their own department. 

I have here a statement which I prepared at the first meeting of 
this interagency task force, which sets out everything that we have 
done on preparing definitions for small business, and indicates our 
intended method of procedure in developing a new definition of small 
business for procurement matters. 

I also have a copy of our bulletin, which defines small business for 
our loan purposes at the present time, which I would like to offer for 


the record. This gives a detailed statement on exactly what we 
have done. 


The CuatrMan. Without objection, that may be done. 
(The information referred to is as follows:) 


STATEMENT BY WENDELL B. Barnes BErorRE INTERAGENCY Task Force To 
REVIEW PROCUREMENT DEFINITION OF SMALL Business, APRIL 25, 1955 


This interagency task force has been organized to review the definition of small 
business which is presently being applied in procurement; that is, any concern 
employing fewer than 500 employees, including affiliates. There have been 
questions raised both in our minds here in SBA and in certain quarters in Congress 
as to whether this general yardstick could be replaced with more specific measure- 
ments for various industries. We would like to see if this could ke done, weighing 
in the balance the objective of making the standard more equitable and accurate 
in specific instances as against the admitted administrative simplicity of applying 
the uniform 500-employee standard. 

The Small Business Act of 1953 (sec. 203) gave the Administrator of the Small 
Business Administration the responsibility for defining small business: 

“For the purposes of this title, a small-business concern shall be deemed to be 
one which is independently owned and operated and which is not dominant in its 
field of operation. In addition to the foregoing criteria the Administration, in 
making a detailed definition, may use these criteria, among others: Number of 
employees and dollar volume of business.”’ 

By 1953, when the Small Business Administration was established, basic re- 
search on the size standard problem had been done both by the Department of 
Commerce and the Small Defense Plants Administration, the predecessor agency 
of the Small Business Administration. Of particular interest to the Small Business 
Administration was the approach to the definition of small business used by the 
Small Defense Plants Administration. This definition, generally speaking, had 
assigned the designation of ‘‘small business’”’ to those concerns within listed manu- 
facturing industries whose number of employees did not exceed the standard set for 
that industry, or to those engaged in other business activities whose annual dollar 
volume of sales was less than the limit established for that type of business. 

Because the foregoing method of determining size standards appeared to be a 
generally satisfactory approach to the problem, it was determined by Small 
Business Administration that it would be developed by SBA to be used tenta- 
tively in conjunction with the Small Business Administration lending program. 
The Small Business Administration financial assistance activities were for all 
practical purposes an intra-agency function, This factor enabled the Administra- 
tion to experiment with and develop more practical size standards in the light of 
experience and additional study without disturbing or interfering with the activ- 
ities of other Government agencies. 

On January 19, 1954, I approved the new Small Business Administration size 
standards, which were to be used for a trial period. It was expected that further 
experience and new statistical evidence would justify some modification of them. 

Insofar as financial assistance is concerned, the new size standards defined as 
small business: concerns whose employment did not exceed the standard estab- 
lished for the particular manufacturing industry in which that firm was engaged, 
or if the concern was not a manufacturing industry, whose annual dollar volume of 
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sales did not exceed that set for the type of business under consideration. Thus, 
by this definition, some manufacturing firms were deemed to be small only if they 
employed 250 or fewer persons, while other concerns in other industries were 
classified as small in instances where the employment was as high as 1,000. In 
a similar manner, where the concern in question was engaged in any nonmanu- 
facturing activity, the size standards varied according to those activities from 
annual sales of $2 million to $5 million. 

One particular advantage to the foregoing method of defining small concerns 
was that the flexible definition established on a industry-by-industry basis auto- 
matically excluded businesses which might be dominant in their field. This, 
of course, is in accordance with the desire of Congress as expressed in section 203 
of the Small Business Act. 

During the spring of 1954, experience with these tentative size standards demon- 
strated that further modifications were necessary to enable the Small Business 
Administration better to channel financial assistance to small concerns. Based 
on these observations, on June 10, 1954, I approved a revision of the earlier 
detailed definition, which, among other things, included an explanation of what 
is meant by an “‘affiliate’’ for the purpose of making individual size determinations. 

I have supplied each of you with a copy of SBA Bulletin 83, which sets forth 
the standards which are used by us in the lending field. 

In regard to the other major activity of the Small Business Administration— 
its procurement assistance program—the Small Business Administration decided 
to concur in the definition of small business currently in use by the Government 
procurement agencies. Thus, for purposes of procurement, a small business 
concern was defined as one which, including affiliates, employs fewer than 500 
persons. There is only one exception to this rule: Average seasonal employment 
has been taken into consideration in some cases where the Quartermaster Corps 
has made contracts for the canning and preserving of food. This action was 
taken to overcome distortions in employment figures arising out of the seasonal 
nature of the canning industry. 

The acceptance by the Small Business Administration of the 500 standard for 
procurement was not considered by us an endorsement of that standard. In 
view of the wide variance in employment within industry, it was obvious to us, 
as it is to all of you, that the definition is not as accurate as it could be. Never- 
theless, it seemed to us that the development of better standards should first be 
made in the area of financial assistance because this was an activity that was 
entirely within the control of SBA. After it had appeared in the financial assist- 
ance program that a new approach to size standards was practicable, then a study 
could be instituted to determine how this approach could be adapted to the 
procurement program. We believe that we have reached that stage. 

The standards which we have formulated for loans have worked out satisfac- 
torily. Since the revision of June 10, 1954, no further changes have been neces- 
sary and it does not appear, at this time, the need for significant changes will 
aris2. The current size standard represents a practical resolution of th: many 
problems both technical and administrative that plagued this Administration 
during its initial attempts to institute a flexible and realistic size standard for 
its financial assistance program. 

In launching this task force review of the procurement standard, I am very 
well aware of the fact that the uniform 500 employee standard is practicable from 
the administrative viewpoint and avoids many troublesome problems which 
would arise with multiple standards. I am aware of the fact that the 500 em- 
ployees standard has been firmly established in the Government procurement 
agencies for a period in excess of 10 years. Any changes to be instituted must be 
made with a view to the difficulties in varying long-standing procedures within the 
procurement agencies, not to mention forms, reporting practices and compli- 
cated statistical operations. I am aware, too, of the size and intricacies of the 
Government procurement program as well as the vast number of individual items 
purchased. 

Nonetheless, if the standard is inequitable and inaccurate, it is incumbent on 
us not to adopt a passive attitude but to determine if it is possible to make re- 
finements which will make the definition used in procurement more realistic and 
more in conformance with the actual size of industries involved. 

The present situation is disturbing on several grounds. The wide disparity 
in size among firms in American industry is too well known to you to require my 
comment. The Small Business Act of 1953 states that a small business concern 
must not be “dominant in its filed of operation.”” The uniform 500 employee 
definition does not take this into account. There are many industries in which 
the bulk of businesses have so few employees that a business with 500 employees is 
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dominant. My economists tell me that they can cite at least 20 products in 
which 95 percent of the value added by manufacture is by firms with under 100 
employees. The application of the uniform 500 employee definition, therefore, 
raises a grave doubt in my mind as to whether an occasional violation of the act 
may not result. 

There are now two sets of standards operating side by side, one in the lending 
field and one in procurement and they co not jibe. Obvious incongruities result 
which have been mentioned in congressional hearings. I would like to call your 
attention to the fact that in the case of many industries, the Small Business 
Administration in its lending operation applies a standard higher than 500. In 
cases like the steel industry, internal combustion engines, sugar and photographic 
equipment, a standard of 1,000 employees is applied. It thus can happen that an 
industry like one of these can apply successfully for a loan with the Small Busi- 
ness Administration but cannot obtain a certificate of competency or obtain a 
Government contract. The 500 standard, while it is too liberal in some cases, is 
too stringent in others. While some firms are participating in Government pro- 
curement as small businesses which should not be allowed to participate because 
they are too large relative to other members of the industry, other firms should be 
allowed to participate which are now being barred even though they are small 
relative to other members of their industry. 

You each have a copy of SBA Bulletin 83. I hope that you will examine 
carefully this differentiation of industry along multiple lines which divides firms 
into categories by size. I hope that you will make your comments on that 
definition from the standpoint of feasibility of using the same standards or 
roughly similar standards in procurement as well as in the loan field. If it is 
not possible to transport these standards in toto, I would like to have your 
thoughts as to the limits of transference or the possibility of experimentation with 
tentative standards. 

Our present SBA definition of small business provides size standards for various 
kinds of business activities as classified by the standard industrial classification. 
Either number of employees or dollar volume of sales is used as an index of size. 
There are other possible methods which have been considered and may be given 
further consideration. For example, size standards could be developed within 
certain limits in accordance with the standard commodity classification rather 
than the standard industrial classification. Government procurement agencies 
purchase commodities and therefore the necessity to establish the industry into 
which the manufacture of the commodity falls is eliminated. We raise this 
possibility because we wish to make the introduction of multiple standards as 
administratively painless as possible. 

In order that no one will be overly concerned about the administrative problems 
which may arise in connection with a change of definitions, you should know 
that there is a provision in the Small Business Act of 1953 which will enable us 
to cushion any apparent shock and help solve any administrative problems. 
Since we expect to stand firmly behind any change in definition, we shall include 
in the new definition a procedure whereby any agency having a problem arise 
under the new definition which cannot be readily determined may refer the size 
question to us for determination under section 212 (c) of the act, which provides 
that 

“The Administration shall have power, and it is hereby directed, whenever it 
determines such action is necessary * 

“(e) to determine within any industry the concerns, firms, persons, corpora- 
tions, partnerships, cooperatives, or other business enterprises, which are to be 
designated ‘small-business concerns’ for the purpose of effectuating the provisions 
of this title; * * *” 

We have been determining size questions in connection with the financial assist- 
ance program and likewise some troublesome questions in connection with the 
present procurement definition of 500 employees and have evolved procedures 
which are thought to protect the rights of the concerns affected by the present 
definitions. There should be no administrative problem in using this same 
procedure in connection with any new definition that is adopted. 

I hope that in the near future the combined efforts of the Small Business 
Administration and this interagency task force will result in an early modification 
in the size standards in the procurement program to eliminate those more obvious 
defects. I have requested Theodore G. Waale, Director of our Office of Procure- 
ment and Technical Assistance, to serve as Chairman of this Task Force Com- 
mittee. He will discuss with you the work assignments to the committee and 
will arrange for the meetings to be held to provide a full opportunity for a free 
exchange of ideas and the preparation of a report which will reflect as fully as 








16 EXTENSION OF SMALL BUSINESS ACT OF 1953 


possible the collective thinking and judgment of all of you and the departments 
and agencies which you represent. 

Since the adoption of a new definition will affect the status of many firms who 
are presently active as Government contractors, it is my thought that the interests 
of these firms should be protected by the procedures surrounding any adoption 
or change of such definition. We propose to receive the report of this task force 
and thereafter to translate it into a definition intended for a final adoption. This 
definition will be published in the Federal Register as a notice to all interested 
parties. In connection with the notice a 30-day period would be given in which 
to file any objections or show cause why the new definition should not be adopted. 
Shortly after the conclusion of the 30-day period, a second publication in the 
Federal Register would give notice to all procurement agencies and all other 
interested parties that any definition set forth in the notice would be adopted and 
effectuated at the conclusion of a 15-day period thereafter. This lapse of 45 
days or more would provide adequate time both for objections to be made in 
proper form by individual firms or industries, and would likewise provide the 
procurement agencies with ample time to implement the change in definition 
through revision of their own procedures. It would seem to answer all require- 
ments of due process. 

I want to express to each of you and your agencies our thanks for your partici- 
pation in the task force and to assure you that we have every confidence that 
through your cooperation and thoughtful contributions a revision can be accom- 
plished which will provide increased equity and justice to the contractors of the 
Government and which will more nearly carry out the will and intent of Congress. 


SBA, DEFINITION oF SMALL BUSINESS 
INTRODUCTION 


On August 1, 1953, when the Small Business Administration was established, 
and for a period of approximately 10 years prior to that date, the principal defini- 
tion of a small business, used and accepted by most Government procurement 
agencies, Was: any concern, inciuding affiliates, which employed fewer than 500 

ersons. This definition, for example, was employed as early as 1942 by the 
Smaller War Plants Corporation. By 1948, it had achieved such a wide degree of 
acceptance that the 500-employee standard was included by Congress in the 
Selective Service Act of 1948 as one of the suggested tests of whether a concern 
was to be considered a small business. 

When the Small Business Act of 1953 was passed by Congress, this same 500- 
employee standard was still in general use. Since that time the Small Business 
Administration has made significant progress in the development and initiation 
of new criteria to provide a more accurate and realistic definition of small business. 
In the field of financial assistance, the agency has put into effect a detailed de- 
scription of small business dependent not upon a somewhat arbitrary figure of 500 
employees but upon a flexible standard based on the manufacturing industry or 
type of business activity of the concern under consideration. The acceptance of 
this definition has been most encouraging; no revision of substance has been 
necessarv. 

In addition to the foregoing, the Small Business Administration has, for the first 
time, introduced a definition of “affiliation,’’ which clarifies and to a large extent 
solves this difficult problem. This test appears to have been accepted and placed 
in use by the principal Government procurement agencies. 

Finally, the Small Business Administration has made substantial progress in 
the evolution of a definition of small-business concern for procurement purposes 
based upon the successful use of the flexible definition in the financial assistance 

rogram. It is anticipated that such a definition will prove administratively 
easible and therefore will be acceptable to the procurement agencies. 


SIZE STANDARDS IN THE FINANCIAL ASSISTANCE PROGRAM 


In 1953, when Congress passed the Small Business Act, it empowered the Small 
Business Administration ‘‘to determine within any industry the concerns, firms, 
persons, corporations, partnerships, cooperatives, or other business enterprises, 
which are to be designated ‘small-business concerns’ for the purpose of effectuating 
provisions of this title” section 212 (c). Section 203 of this same act provides 
that “For the purposes of this title, a small-business concern shall be deemed to 
be one which is independently owned and operated and which is not dominant in’ 
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its field of operation. In addition to the foregoing criteria the Administration, in 
making a detailed definition, may use these criteria, among others: Number of 
employees and dollar volume of business.”’ 

he Congress wisely defined small business in these general terms. Under the 
act, it was the responsibility of the Small Business Administration to make a 
detailed definition. This definition was, of course, of primary importance because 
the effective administration of the SBA financial and procurement programs 
depends upon the channeling of that assistance, insofar as it is administratively 
ae ie only to those business concerns which justifiably may be designated as 
small, 

The necessity for a specific definition of small-business concerns required the 
development of criteria, first, to identify those business enterprises which shall be 
designated as small, not only because they are independently owned and operated 
but also because they are not dominant in their respective fields of operation; 
and, second, to determine if the affiliation of an apparently “small-business con- 
cern” with another business organization is significant with respect to the inde- 
pendence of the so-called small concern. 

By 1953, when the Small Business Administration was established, basic 
research on the size-standard problem had been done both by the Department of 
Commerce and the Small Defense Plants Administration, an agency which was the 
predecessor of the Small Business Administration. Of particular interest to the 
Small Business Administration was the approach to the definition of small business 
used by the Small Defense Plants Administration. This definition, generally 
speaking, had assigned the designation of “small business” to those concerns 
within listed manufacturing industries whose number of employees did not exceed 
the standard set for that industry, or to those engaged in other business activities 
whose annual dollar volume of sales was less than the limit established for that 
type of business. 

Because the foregoing method of determining size standards appeared to be a 
generally satisfactory approach to the problem, it was determined by Small 
Business Administration that it would be developed by SBA to be used tentatively 
in conjunction with the Small Business Administration lending program. The 
Small Business Administration financial assistance activities were for all practical 
purposes an intraagency function. This factor enabled the Administration to 
experiment with and develop more practical size standards in the light of experi- 
ence and additional study without disturbing or interfering with the activities 
of other Government agencies. 

On January 19, 1954, the Administrator approved the new Small Business 
Administration size standards, which were to be used for a trial period. It was 
expected that further experience and new statistical evidence would justify some 
modification of them. e 

Insofar as financial assistance is concerned, the new size standards defined as 
small business: concerns whose employment did not exceed the standard estab- 
lished for the particular manufacturing industry in which that firm was engaged, 
or if the concern was not a manufacturing industry, whose annual dollar volume 
of sales did not exceed that set for the type of business under consideration. 
Thus, by this definition, some manufacturing firms were deemed to be small only if 
they employed 250 or fewer persons, while other concerns in other industries 
were classified as small in instances where the employment was as high as 1,000. 
In a similar manner, where the concern in question was engaged in any non- 
manufacturing activity, the size standards varied according to those activities 
from annual sales of $2 million to $5 million. 

One particular advantage to the foregoing method of defining small concerns 
was that the flexible definition established on an industry-by-industry basis 
automatically excluded businesses which might be dominant in their field. This, 
of course, is in accordance with the desire of Congress as expressed in section 203 
of the Small Business Act. 

During the spring of 1954, experience with these tentative size standards 
demonstrated what further modifications were necessary to enable the Small 
Business Administration better to channel financial assistance to small concerns. 
Based on these observations, on June 10, 1954, the Administrator approved a 
revision of the earlier detailed definition (see attached SBA Bulletin 83, revised), 
which, among other things, included an explanation of what is meant by an 
“affiliate” for the purpose of making individual size determinations. 

One defect in the size standards in effect in 1953 was the lack of a satisfactory 
definition of ‘‘affiliate.” It was clear that to permit a large concern to qualify for 
Small Business Administration assistance merely by establishing a subsidiary 
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company which would meet the size criteria was to defeat the purposes of the 
Small Business Act. While there was general agreement as to this proposition, 
the problem had many ramifications. What weight, for example, was to be 
given the fact that two concerns in totally unrelated businesses were owned in 
part by the same individual or group of individuals; was it relevant that a small 
and otherwise independent distributor handled almost exclusively the products of 
a large manufacturer, et cetera? 

In order to answer such questions, it was necessary to evolve a flexible rule for 
affiliation which would eliminate from the category of small business those con- 
cerns which, because of their relationship with other concerns and the resultant 
financial and productive strength, should not be eligible for small-business assist- 
ance. Briefly, the rule presently used by the Small Business Administration 
places the burden of proof upon a concern to demonstrate that there exists no 
affiliation when certain factors are found to be present. Thus, affiliation may be 
found when a significant interest in the concern under consideration is directly or 
indirectly owned by individuals or an associated group, which also holds a similar 
interest in another concern; or when those who exercise or may exercise significant 
control over the concern under consideration can also exercise similar control 
over another concern; or where there exist actual or tacit agreements relating to 
the operation of a concern between industries or associated groups having signi- 
ficant ownership or control of other concerns. 

The application of these somewhat broad standards has supplied the basis for 
weeding out many businesses which might otherwise seek and obtain small- 
business assistance, and thereby tend to defeat the ultimate aims of the small- 
business program as laid down by Congress. 

It is anticipated that further experience with the use of the present definition 
of small business for the purposes of the SBA financial assistance program may 
indicate the necessity for other additions or revisions. However, it does not 
appear at this time that the need for significant changes will arise. The current 
size standard represents a practical resolution of the many problems, both tech- 
nical and administrative, that plagued this Administration during its initial 
attempts to institute a flexible and realistic size standard for its financial assistance 
program. 

SIZE STANDARDS IN PROCUREMENT ASSISTANCE PROGRAM 


Development of size standards for the procurement assistance program—the 
other major activity of the Small Business Administration—has presented a 
problem that, in some respects, differs from the one encountered in setting up 
standards for financial assistance programs. In the first place, as indicated above, 
the use of the simple definition, that is: any concern, including its affiliates, 
which employs fewer than 500 persons, has been firmly established in the Govern- 
ment procurement agencies for a ptriod in excess of 10 years. It is obvious that 
any deviation from this standard, particularly on an experimental basis, can bring 
about considerable confusion and therefore may be accepted with much reluctance 
by the procurement agencies. Moreover, because of the size and intricacies of 
the Government procurement program, as well as the vast number of individual 
items purchased, it is essential that size standards be established that are simple 
enough to avoid the creation of complex administrative problems in the appli- 
cation of these standards. 

In view of the foregoing considerations and in order to institute the Small Busi- 
ness Administration procurement programs as smoothly and rapidly as possible, 
SBA decided to concur in the definition of small business currently in use by the 
Government procurement agencies until a new and more detailed standard could 
be developed and implemented. Thus, for the purposes of procurement, a small 
concern was defined as one which, including affiliates, employs fewer than 500 
persons. There is only one exception to this rule: Average seasonal employment 
has been taken into consideration in some cases where the Quartermaster Corps 
has made contracts for the canning and preserving of food. This action was taken 
to overcome distortions in employment figures arising out of the seasonal nature 
of the canning industry. 

The Small Business Administration has recognized that in some industries the 
500-employee standard used by procurement agencies to measure whether a 
concern was to be deemed a small business may be inaccurate. Nevertheless, it 
seemed that the development of better standards first should be made in the area 
of financial assistance because this was an activity that was entirely within control 
of SBA. When it appeared in the financial assistance field that a new approach 
to size standards was practicable, this new approach then could be applied to the 
procurement programs. 
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After the feasibility of the size standards used by SBA for financial assistance 
had been demonstrated, a study was instituted to determine how this successful 
approach could be adapted to the procurement program. At the onset there were 
many practical considerations to be resolved. It was recognized that any changes 
to be instituted must be made with a view to the difficulties in varying longstanding 
procedures within the procurement agencies; not to mention forms, reporting 
practices, and complicated statistical operations. The presence of these problems 
indicated that perhaps gradual modifications within the framework of the present 
500-employee rule would be the least controversial method of initiating improve- 
ments in the present standard. 

While the entire problem of size standards for procurement purposes is still 
very much under consideration, the SBA study has resulted in certain tentative 
conclusions. First, in order to minimize administrative problems within the 
procurement agencies, the basic 500-employee standards, at least for the time 
being, would be retained, but a gradual elimination of outstanding deficiencies 
in this rule could be brought about by raising or lowering the employment figures 
for certain groups to more realistic levels. Second, the foregoing changes in the 
500-employee criteria would be made on the basis of commodity, rather than 
industry, size standards. Thus, for many apparel products where virtually all 
of the manufacturers employ less than 500 persons, a more realistic size stand- 
ard would perhaps be 250 or fewer employees. On the other hand, in the field of 
manufacture of many kinds of transportation equipment a better size standard 
would perhaps be much higher than 500, since even the smaller members of this 
industry generally have more than 500 employees. 

The advantages of making size determinations on a commodity as contrasted 
with an industry basis are twofold. In the first place, Government procurement 
agencies purchase commodities and, therefore, the necessity to establish the 
industry into which the manufacturer of the commodity falls is eliminated. This 
tends to simplify, from an administrative point of view, the multiple standard 
system of size determination. Secondly, the commodity approach permits as 
more accurate size determination based on the actual field of competition. This 
will permit a concern which may be deemed to be large in its customary field of 
competition to be classified as small in other areas in order to carry out the pur- 
poses of the Small Business Act. For example, a manufacturer of corn meal in 
competition with farmer-producers may be classified as large, but this same con- 
cern as a manufacturer of corn flakes in competition with producers of breakfast 
foods would be held to be small. 

Currently, the Small Business Administration is engaged in developing statistics 
and information to indicate where, in the first instance, the 500-employee standard 
should be modified. At the same time, the Administrator is endeavoring to es- 
tablish a task force consisting of representatives of all the interested Government 
agencies, which will assist in the development of this new size standard for procure- 
ment purposes and will, it is hoped, participate in laying the groundwork to place 
this new standard into actual operation in the Government procurement agencies. 

It is hoped that in the near future the combined efforts of Small Business 
Administration and the interagency task force will result in the early modification 
of the size standards in the procurement program to eliminate its more obvious 
defects. The Small Business Administration believes that when, through actual 
experience, the practicality of the multiple size standard approach is demonstrated 
to those agencies which have the responsibility of purchasing for the United States, 
further modifications rapidly may be placed into effect until a size standard similar 
to that presently in successful use in the lending field will be established. 


CONCLUSION 


The attempt to evolve a satisfactory definition of a small business has involved 
the efforts of many persons for a substantial period of time. Admittedly, it has 
been a problem to all concerned. Such a definition not only must be fair to all 
business enterprises but also it must be susceptible of uncomplex application from 
an administrative point of view. 

The Small Business Administration, on the basis of its present experience with 
this definition, believes that its multiple size standard definition is a practical 
resolution of many of the problems implicit in the establishment of an adequate 
definition of small business. If the committee so desires, SBA would welcome the 
opportunity to present additional information on these size standards to the com- 
mittee or its staff members. 
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SMALL Business ADMINISTRATION, 
Washington 25, D. C., June 1, 1954. 

SBA Bulletin No. 83, Revised. 

Subject: Definition of Small Business; Size Standards Committee. 


I. Purpose 


This bulletin explains the revised size standards which are to be used, effective 
immediately, by SBA operating officials to determine within any industry the 
concerns, firms, persons, corporations, partnerships, cooperatives or other business 
enterprises which are to be designated ‘‘small business concerns’’ within the 
meaning and for the purposes of the Small Business Act of 1953. 

This bulletin also explains the functions of the Size Standards Committee and 
the procedures whereby SBA operating personnel may secure the advice and 
assistance of the Size Standards Committee with respect to specific or general 
size problems, 


II. Poricy 


It is the object of the Small Business Administration to ‘‘aid, counsel, assist, 
and protect insofar as possible the interest of small-business concerns in order to 
preserve free competitive enterprise, to insure that a fair proportion of the total 
purchases and contracts for supplies and services for the Government be placed 
with small-business enterprises, and to maintain and strengthen the overall 
economy of the Nation” (Section 202 of the Small Business Act of 1953). This 
requires that insofar as possible only “‘small business concerns”’ receive the benefits 
of the programs of the Small Business Administration. 

This bulletin sets out the current criteria to be used by SBA operating per- 
sonnel to determine whether a specific concern is to be considered a small business 
within the meaning of the Small Business Act of 1953. These standards are to 
be applied without modification. 

The Size Standards Committee is an advisory group established to make 
recommendations to the Administrator concerning the size standards to be used 
for the purpose of determining generally, which business concerns are to be 
designated as small. Final determination as to size in any given case will be 
made by the operating officials directly concerned using the standards set out in 
this bulletin, with consultation, where necessary, with the Office of Economic 
Adviser. 

III. Size Stanparps CoMMITTEE 


A. FUNCTIONS 


The Size Standards Committee shall advise and make recommendations to 
the Administrator concerning the size standards to be used for the purpose of 
determining which business concerns are to be designated as small. Such size 
standards shall conform to the general definition of small business contained in 
Section 203 of the Small Business Act of 1953. 


B. ORGANIZATION 


1. The Chairman of the Size Standards Committee shall be designated by the 
Administrator. The members of the Committee shall be the following: 
Special Assistant to the Administrator 
Director, Office of Economic Adviser 
General Counsel 
Director, Office of Financial Assistance 
Director, Office of Procurement and Technical Assistance 
The Chairman shall appoint a Secretary who shall serve at the pleasure of the 
Chairman. 


C. MEMBERSHIP 


1. The present membership of the Size Standards Committee is as follows: 
Chairman, John J. McCarthy, Special Assistant to the Administrator 
Jules Abels, Director, Office of Economic Adviser 
Edward Schoen, Jr., General Counsel (represented by Ross D. Davis) 
William L. Rollins, Director, Office of Financial Assistance (represented by 
Robert J. Page) 
Theodore G. Waale, Director, Office of Procurement and Technical Assistance 
The Secretary is James I. Mills, Office of Economic Adviser. 
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2. A member of the Size Standards Committee may appoint a member of his 
immediate staff to represent him on the Size Standards Committee. 


D. PROCEDURES AND APPEALS 
1. General size standards 


a. Suggestions for the modification or revision of the general size standards set 
out in Part IV below will be received by the Committee through the Director of 
the Office whose function is affected. In the appropriate instance, modification 
of the general size standards will be recommended by the Committee to the Ad- 
ministrator for final determination. No change in the general size standards will 
be made without the approval of the Administrator. 


2. Individual size problems 


a. The function of the Committee is advisory only. It is the responsibility 
of the operating personnel, in individual cases, to develop the pertinent facts, applv 
the criteria set forth herein, and make the fina] decision with respect to size. If 
the advice of the Office of Economic Adviser is required, the matter may be sub- 
mitted to that Office by the Director of the Office concerned to obtain the recom- 
mendation of the Economic Adviser. The responsibility for the final decision, 
however, lies with such Office head. 

b. The initial responsibility, in most instances, for determinatoins as to size 
lies with the Director of the Regional Office. In cases of doubt or where special 
problems exist the matter should be referred for final determination to the Director 
of the operating office whose function is affected by the determination. 


3. Appeals 


a. Any concern which has been prejudiced by a determination that it or any 
other concern is or is not a small business may apply for reconsideration to the 
Director of the Regional Office in which the matter originated. Such applications 
must be made in writing, signed by applicant and shall contain the basis for re- 
consideration, together with all supporting facts. 

b. If the application for reconsideration is denied by the Director of the Regional 
Office, the request for reconsideration shall then be forwarded with the complete 
file for further consideration to the Director of the Washington operating office 
concerned, together with a brief statement as to the reasons for denial. In the 
event that the Director of the Washington operating office concurs in the denial of 
the application, the applicant shall be so notified by the Regional Director and 
informed that, if he desires, he may appeal the denial by writing a letter addressed 
to the Administrator but transmitted through the Regional Director concerned. 

c. Upon receipt by the Director of the Regional Office of a letter of appeal 
from the applicant, the complete file shall then be forwarded to the Size Standards 
Committee who will make appropriate recommendation to the Administrator for 
bis final determination, 

IV. Size STANDARDS 


A. Section 203 of the Small Business Act of 1953 provides: 

“For the purposes of this title, a small-business concern shall be deemed to 
be one which is independently owned and operated and which is not dominant 
in its field of operation.”’ 

In addition, this Section provides that this Administration may use additional 
criteria to define a small business. Such criteria are set out in this bulletin. 

B. Small Business and Affiliates Generally: 

1. Every determination as to size must be based not only upon the size of the 
concern under consideration but upon the size of any other affiliated business. 
For the purpose of size determinations, the concern under consideration and 
all its affiliates will be considered as one unit. 

2. An “affiliate,” as used with respect to size, means a related or associated 
organization. Affiliation may arise through common ownership, common control, 
or through various kinds of cooperative agreements between concerns, their 
ownership, or their management. 

3. The following is a list of factors, the existence of any of which raises a 
presumption of affiliation: 

a. Common Ownership.—When a significant portion of the concern under 
consideration is directly or indirectly held by an individual (or individuals) or 
an associated group (family, holding company, other business entity, ete.) which 
also holds a similar interest in another concern, they may be said to be affiliated. 

b. Common Control-—When those who exercise or may exercise significant 
control over the concern under consideration, can also exercise similar control 
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over another concern, the concerns may be said to be affiliated. This control 
may arise as an incident of ownership, or it may arise through interlocking 
management such as common directors or common officers. 

c. Affiliation by Agreement.—Where there exists actual or tacit agreements 
relating to the operation of the concerns involved between individuals or associated 
groups having significant ownership or control of concerns, these concerns may 
be said to be affiliated. These agreements may embrace a wide variety of sub- 
jects including use of common facilities (both physical and management facilities 
such as common General Counsel, Purchasing or Selling Agency, Bank Account, 
and so forth), selling agreements, purchasing activities, methods of doing business 
and the like. 

4. When any of the foregoing conditions are found to exist, there is thereby 
created a presumption that the concerns involved are so closely related that they 
must be considered as one entity for the purpose of determining if they are a small 
business. To rebut this presumption of affiliation, it is not sufficient to demon- 
strate that the firms involved are in competition with each other, or are in unre- 
lated fields of competition; but the presumption may uP rebutted by a showing 
that although the conditions set forth in “a,” ‘‘b,’’ or “c’’ of paragraph “3” above 
may be said technically to exist, their existence is haat significance: for olla 3 
an individual may be a director of several corporations, but all other evidence 
indicates that these corporations are completely unrelated to each other. 

C. Specific Standards: 

1. Procurement.—The definition of small business used by the procurement 
agencies shall continue to be used for the purpose of procurement assistance 
programs: Any concern including affiliates which employs fewer than 500 persons, 
at the time of the submission of the bid, shall be classified as small. 

2. Loans with Certificate of Competency.—In cases involving an SBA loan to a 
concern which has been granted a Certificate of Competency, the same 500 
employee standard shall be used in determining the concern’s eligibility for such 
loan. 

3. All Other Purposes.— 

a. Manufacturing: Any manufacturing concern shall be classified: 

(i) As small if it employs 250 or fewer employees; 

(ii) As large if it employs more than 1,000 employees; 

(iii) Either as small or large, depending on its industry and in accordance 
with the employment size standards attached, if it employs more than 250 
but not more than 1,000 employees. 

When a manufacturing concern is engaged in the production of a number of 
products classified into different industries, the appropriate standard to be used 
is that which is for the industry in which it is primarily engaged. 

Because employment may vary widely during the year for some lines of business 
activity, consideration should be given to the average employment of a concern 
during the preceding twelve months. 

b. Wholesale: Any wholesale concern shall be classified as small if its annual 
dollar volume of sales is $5,000,000 or less. 

Any wholesale concern also engaged in manufacturing shall not be designated 
as a “‘small business concern’’ unless it so qualifies under both the manufacturing 
and wholesaling standards. 

c. Retail: Any retail concern shall be classified: 

(i) As small if its annual sales are $1,000,000 or less; 

(ii) As small if it is primarily engaged in making retail sales of general 
merchandise (including department stores and variety stores) or new and used 
motor vehicles or groceries with fresh meats and its annual sales are $2,000,000 
or less. 

d. Service Trades: Any service trades concern shall be classified as small if its 
annual receipts are $1,000,000 or less except that any hotel or power laundry shall 
be classified as small if its annual receipts are $2,000,000 or less. All others shall 
be classified as large. 

e. Contracting: Any concern primarily engaged in construction shall be clas- 
sified as small if its average annual receipts are $5,000,000 or less for the preceding 
three vears. 

f. Any trucking and warehousing (local and long distance) concern shall be 
classified as small if its annual receipts are $2,000,000 or less. 

g. Any taxicab concern shall be classified as small if its annual receipts are 
$1, a 000 or less. 

Any other business concern shall be classified as small or large on the basis 
of wt bie size imformation submitted by the applicant and other pertinent 
available size data for applicable kind of business activity. 
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As used in Section IV of this bulletin, the words ‘‘annual dollar volume,’ 
“annual sales,’’ and ‘‘annual receipts’’ mean such volume, sales, and receipts .. 
the most recently completed fiscal years. 

Approved: 
(Signed) WrENDELL B. BaRNEs, 
Administrator. 
Prepared: 
(Signed) Joun J. McCarruy, 
Chairman, Size Standards Committee. 
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2383 | Suspenders and garters__-_--_---- : ae ae eka 250 |_- e © 
2399 | Textile products, fabricated, n. e. eis sina oe * soak a Ee MEN 9! EER 
: 2396 | Trimmings and art goods_-.-_._--_...---_- 2 ; 250 |.- eh, ct 
Seay | “Tieeers, seperate... .......--<5-5...5.....<.- Pee: 250 TEE: RH sae 
2395 | Tucking, pleating, and app paises . = ees ae ee 
4 2322 | Underwear, men’s and «| eS ey yee eee in eS eae ee 
2341 | Underwear, women’s and Children’ _. Sle ale Are eee eal |, an oe | Sahay aie chaaie 
CHEMICALS AND ALLIED PRODUCTS 
2067 | Acids, Matty...........- Cgawusduaaad a i 
2812 | Alkalies and chlorines__- pit Veuwaeiaacecaeawne ‘ 
2889 | Animal oils, n. e. c____-- eee = 
Ee a eee “ 
i nina nccaiwiewcncsceese 
2895 | Carbon black-----...----- She REM aE Ss Denier ae 
2899 | Chemical products, n. e. ¢___-- aa gccade be Regs 
2842 Cleaning and polishing preparations-._._..-.....-.-.-- : ,  eRneeee iy ere aa 
2852 | Color pigments, inorganic _-_-------- reiki sateen BOSE, Aa gd eee 
2821 | Cyclic (coal-tar) crudes--------- De ee eairh a Aaa sedis asbeha Bacteria ae 500 |_. aes 
ee ee as huis ed ducistnindducavasbusdewewwenenwee eens! i eee 
Ne st dnebia chneammonietinn’ wifahteie 500 |-.-- a 
2872 | Fertilizers (mixing only). ...-.....-.....-.-.-...-- abl dail cabal 9G t5ei2-5.c5 : 
CO  , piaceesinad eae ote -| 1,000 
2896 | Gases, compressed and liquefied_--...-..--- heed ie Hee 500 |-- =a 
ec eaecee ladda dddewensieescencusanes i ee |---------- 
nt I I oo gs ok rdnanina nem eensdaanwensewiennian 250 2 
2863 | Gum naval stores (steam distilled) _- Keniiwase weenie 250 NR Seay 1 <a 
2861 | Hardwood distillation__--- (Oe 5 Sit PEAS IEEE RED AOR ee DERE) RRO ae | __ , ee 





4 See footnotes at end of table, p. 29, 
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Census Employment size standard! 

classifi- (number of employees) 

cation Industry 

code 250 500 1,000 
CHEMICALS AND ALLIED PRODUCTS—continued 
cs er cinn ema betiaakibenneinndinatenaes | AF PIE ran 
EEE SE ES eee a 
SOOT | Reeenens OUT CIN... . nnn ncn cece cc ec wcccscccccne- (AAA ee Bee 
eee. ceuscenatakisasbensnomentekwens PAE CE, ele Bs FS 1,000 
a iS lees nadine maikeiaibennednnn OY Se Se 
2882 EL RE SERS GENES LL EET MRE S EE Boicuaiisoe 
2883 | Oil mills, ee Bie oi Ee. rE SES" 9 7S ER sail aR 
2884 | Oil mills, I et os ad shen dgpaibedaieCeke gg AES BLL LA 
2843 | Oils and ‘assistants, 0 eee  ) Re, ee 
I Pa sin wibieminnwaniee «REAR Ser 
cadens abeninan Sannenmnenness nc tecacsead oitoscied oe 
ok EE EEE ee eee ae eee ne Seeange ees 1,000 
a sin deeeteiehiidgeuainnedsnnienasl Se ee Apne ane 
IL. snc cine main asnetmammninindinlese astedinut re 
i I ROE AS AAT EE IES CSR 1,000 
en ini ose ee ae aaa benkannetinkimeshtnenl nner bnadgntonees ohen 1,000 
I a i oe init Bamainiemilanmiimae Neen naa — ) eee 
LITE EE OE EES, ETSI | SNE ee 1,000 
RO EE Sa: PN Sa 1,000 
2865 | Tanning and dyeing materials, natural_._............-..-.------ «SSE Bee 
ey IN os ccc ctntenniiaannuseenensiatbemeacit SN ieaindsttnbantkdune 
Bg OE ES a en . | ee ee 
ELECTRICAL MACHINERY 
ES ELE EIA S DILL EELI Yee 
ee eas ee ere 1,000 
br eT a. ere BOE be dciewaen~ 
eI on 5 an culo encnnasinaenhhonslbaniwegoculsbinee ig ain 1,000 
ND 1 Ce CINE, BG, Cine nccccncewcncccscmecketlsnas-sesen OT, ree 
ELLER D LLL, ELLE: CIE BOP bndusmadoos 
3619 | Electrical industrial apparatus, n. e. c_..--....--------------.--- | eis? eae 
ee 0 a, . ic cctbsinseheemennborenonsu 
3617 | Miectricel weding enwaretus....... ....222222-2 22 n nen e econ nse 
3641 | Engine electrical equipment............-...---......--.-.-.-...- 
ee Le aneaeeeekeenensenths 
3613 | Measuring instruments, electrical -- 
3614 | Motors and generators-_-_-..--_--..-- 
tts 5 li 
3661 | Radios and related products 
3664 | Telephone and telegraph equipment 
a ee os ote awieenan amin 
0 nw nina nsbosnicnwenaniinh iin ehine® 
i ocinwasaonndacenseransésaneed 
ek I Sn cn dinacine be niieesemonneeepieeens 
3603 | X-ray and therapeutic apparatus.................-........-.-..- 
FABRICATED METAL PRODUCTS 

OE 5 OOS OEE, TTI ei ecnesnpcnsencdn at veeneenestadasnases+ OD eee 
nied cin nen nine menenmaneaniint | er Sere 
eB = Se ee See nee | ae 
Ut 0 2 ons cable anbade mi kndidenpnddenchanddehuiebimeniies itn eet | Pe 
ae eee SE eee ea ee | ee ieee 
ee 2 en nastiennanane-eeabchinkbedhae ED Tnclitditeds ha svkarboes 
Ne ne, ck d wh ieasabunebhnsoduaseteebhen tiny wm BP Bawveccache oihicn: 
RD ENE ae Ae a ee ee en ae Oe eee ee Ee! See 1, 
I ain hh Scena lee awe Of Sree eee 
3431 | Fixtures and fittings, metal | plumbing Ea ait ri ating See eh J eee 
eS hcbdeiian wee aaeensekin aed | Me: Bere 
0 es oir aidan Aaa Egan tkeoeemat | See Peer 
nine mune amano ans dies | Re sore 
3439 | Heating and cooking apparatus, n. e. 5 AT EA ES cud {see 
3499 | Metal products, fabricated, n. e. e...---.--- eat a a | ee, Soe 
7 (OO ai aa nleboneennmehageatinndnensesehin siewuensin’ | es eer 
3432 | Oil burners.-_..--.-- =e ilies ekace Bicdtikn oat | re: ree 
3468 | Plating and polishing _- is ee CCR, cae a 5 os a | ATES, fer eoeages 
3492 | Safes and vaults_........-- ER AEE SA Me OSS PERRO Se |) a 
3425 | Saws and saw blades, hand____.- <2 sisdesies Sion dence seen 250 Set Fae 
3495 | Screw-machine products- - -.-.--.--- EE IE eS ae ‘ | ee Sateen 
EEE TILE EL DP | hae a 
3463 | Stampings, metal__.-...-.-- RR AAR ae RR TD Bie ctican) beiaed~ ne 
he occu ce nsdaeaindnansdieeumenetquenscqsenacese|seneeseain eee 
3441 | Structural and ornamental) products-..----.----.---------------- . iebiacese 
ESS 1 ek Gt I UO TRE nnn e cocennnssc cane cccandsadbebenenslesocus es ae 1, 000 
eo a enna teehane de beeounwonsynqhedesshesenes BT lactstdeninaveaneese 


See footnotes at end of table, p. 29. 
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Employment size standards for identifying small manufacturing concerns—Continued 


























Employment size standard ! 

Census (number of employees) 

classifi- Industry 

cation 

code 250 500 1,000 
FABRICATED METAL PRODUCTS—continued 
Cee oo epabbsneeeerresbaioctoune , es Sa ee 
ele scene nena sersccecesssrveesyyihlorneines gg ee ee 
3461 | Vitreous-enameled products................-...--.-.--.--.------ Se ee ee 
re  unsmasessewensieeusSseces , | re ee 
FOOD AND KINDRED PRODUCTS 
2042 | Animal feeds, prepared............-..---.--.-- 
2052 | Biscuit, crackers and pretzels...........-.....---.------------.-- 
2051 | Bread and other bakery products_...-......--- 
2021 | Butter, creamery---_---- eS ee 
2033 | Canning and preserving, except fish..._--__- 
SSK a Ae 
FT co ewoenersesevrsaes Pes 
i cap wbeeedemsarenniions 
2072 | Chocolate and cocoa products._........-.-...---.--------------- 
a... cneencsnneonnscewnadesioiis 
ee ccmubeinechanbneeneneum 
Se  rcmenensemecmoovansepensinania 
ee ea 
2032 a io sal espe ance inven wiih wala 
a imho aA aMinia chile aidh-t ciededbnasliccadcomuhinitie 
ETE 
eek hee, NI GIRO TOTINTON... . non ccc ceecc cc pawwenceeus= 
EE SNE ETE 
LS RE eS 
2034 | Fruits and vegetables, dehydrated_-..-............-.-.-----_.-- 
a anne bilenneneaisweeinearene ad) So ne Se 
sn uk eettiahommnnanconaecnisisect , || SES ee ee 
EEL IEEE NEF ASOT | ere 
nn ee, TELL BEATE, Tene 1,000 
— a iT |) eee 
a cineca oncucnoacudoussesucceseconnua bh, Seaeanee See) EER ae 
ee ia nine on reniccaancannmanwamennuwcnetinakambubeds | Seer eae s keno 
I SS ETE PORES CRETE ERE Sree ee... 
os. wikis mamommnibmsinenensnwceseeers dae, Se Le ae 
I EEL LS: FR ike agattnones 
eran glal nig eam mwicimenakodu fame ieinal | 
i a inesineicinmntassenmmunalaueis ye) Seer ee REE Sa 
ee |, RAMS BY SE 
ee I ET STII in cccinccndndokdcnmbccncensucononeen | ee Ree 
a a Ca aN REE) ae 
ESSE EEE SOF eS eer ae 
ae nae TAD leikinccetrit ln csiitowse 
asic erchinineineeunaurnchnemaiitieaicnboe sahil gli il witindeincchdhegicaa 1, 000 
ES ESS EEE EE re | peers Capen eee 
rst aiieremcnannensotain olaieliamniocam ee ae Be eee 1, 000 
a een nenesiemecmenninkaamesmanid eg] en es ee 
a insesuicicipinint Snineetsienerdbuanion ee ae See ee 
FURNITURE AND FIXTURES 
SES. | areas Ge eee, BD. ©. Bq... 88. rccceenecnnnneccuasuce Te ee 
2514 | House furniture, metal except upholstered__..............-.-.-_- | SE ae 
2511 | House furniture, wood, except upholstered ___..............._.-- RES ee 
NN SES LEELA I Se ae oo 
2512 | Household furniture, upholstered ----...............-.-.....----| |, DERE a VR ae 
Te EEE ET ee ee +) aia a | 
De ees rctmimmnnemaneinsnedscmeee i dakibed thas Eee 
en . comansiuneensebuumwad ceva of) oe, EES ee 
Nn  . cenunceswncnceesemenwaeneed (8 TS eee ae 
PSE ea es | TS 5 ey ae 
Se i oh wecieoesweneacusdeen | RE, Da ee 
NN SESE EES i, EES Lee 
I oiinicincninariueccnrmanecnunnecinnnnwwnmes 4) eee es 
ee A ncn mnincisnneeciwnewaaunwcnaaes a einen LER a 
a ee ee Ie 
Nee at cassis dares eins dcihleh dooiceclidiots ines viaccess een es, eee 
INSTRUMENTS AND RELATED PRODUCTS 

3843 | Dental equipment and supplies. -._....................-----...-- pL Eee eS) Ae ee 
3821 | Measuring instruments, mechanical... -...................-.-..--|---------- | eee 
ei | ns wendananeanwananeatabeee - ag, es, ERC ae 
2681 | Optics! instruments and Jenses................................-. | eae eS 1 er ee 
EE EE Serene See re os 1,000 


See footnotes at end of table, p. 29. 
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Employment size standards for identifying small manufacturing concerns—Continued 
































Se . Employment size standard ! 
C : _— (number of employees) 
classifi Industry 
cation ms —_———_— a 

code 250 500 | 1,000 

a 

INSTRUMENTS AND RELATED PRODUCTS—Ccontinued 
ee ee Se aS ae 
3841 | Surgical and medical instruments.__...________-..........._..__- re Ss eee 
3842 | Surgical applicances and supplies_________...__..............-_.- 7 ee ath SRS, 
Nn ot icine eee dabhewscdasabinened | SSS aie eae 
Le ein Reena nmamnaa eres MMy. 4 eee 

LEATHER AND LEATHER PRODUCTS 
3121 | Belting, industrial leather. .............................. shaken assets gh CREE. cae 0 a 
Ne ee on nck kwestéhaanessnnaeenibunesuakaond | J) eR pee Gas be 
EE ELECTED TT a Es | eee 
ee a. one pe ckhnanbn chinese hamid ciace camden __| Se Mae ee 
as oy PE Se HR ee 
aa eas. __ 5 re orl Le See 
I EES Se eee eee  _. , ee See ae 
EE ret See a eee te See 
ee eee 8 SE, Ce ae 
Sy RY eo a Seen eee RES ee a ee 
ee OR ND on nn ecennnnesccenemmessonssacsan NER : 
Re attach dnenmenchbvicieekakunsestnnccnescrbicrut ot a eietnn 
LUMBER AND PRODUCTS, EXCEPT FURNITURE 
| 
204) | Baskets, Grit end vegntehle.......... ccc nee c een e ene e eee eens | LT ee 
ee ann en cercknds as hanwadeunsheabsmesdceonmed iit FRET : 
2444 | Boxes, wooden (except cigar boxes) .....-.........-.------------- | - | eae Bae 
a I ric i cceicasapiecncceewenssansovtvain kao —*\ Seely eevee 
EEE Perey 500 |. 

Neen ee ac rebenidintenhaadooenes am | Eee pete: vee” 8 
ee a nok. ewe ccwecccssewansccseacce 250 ae - 
2402 | Lasts and related products..-................---------------.-.- od EY HS : 
Dir he ie netee ik eeeneneeSeainedacsenannen a ae i 
REPS SEES EE PSL enn gp ES SE ae ae 
2442 | Rattan and willow ware, n. e. c__..-.---.---------------- PLES ES 2 
2421 | Sawmills and planing mills, general-__.............--_-....--.-.- TOR a ET 
acini ngs oeirameuisamidiamarenewiineians 250 |.- i= es 
eg waipeieinnietn des anativodninmenaent | SRE Sic sae 
EL Se eee eae | RE oe 
ee eS eee ig PEEP RET RRL IR 

| 

MACHINERY (EXCEPT ELECTRICAL) } 
LEO, AAAI ATI EEE ESC Re ERT | 1,000 
I cs ceeeeneiunnsininnninenniieed MA Ass eee ale 
oe SEE TEEE ES, TEE RES 1,000 
3531 | Construction and mining machinery ----------.-...-.----.------ Ss rsingeicallie ee ae 
I a ecieenntrmiicentnemeneion lt ae eae ae 
3562 | Elevators and escalators____........--- Dipietdihiin annie Sa EY Nt SR See 
EEE ETE: TE TA GEES 1,000 
ee) ns 8 encccccnesbmesees eS pe: 1,000 
3522 | Farm machinery (except tractors) -..--.....---..------------.--- . S atamanene ies 
A eee 3. eee | si 
3567 | Furnaces and ovens, industrial__.........._- tinh heie ieee asta | Ee a ai aaie 
3569 | General industrial machinery, n. e. c_.-.......---------------+-- ON Seer eer See 
3582 | Laundry and dry-cleaning machinery ---......_..------.-.------ |) eae Pee ae 
3581 | Laundry equipment, domestic. ..............---------------.--- Pere SIRE 1, 000 
i han TL aa ILENE AE Fs ee ee edohamiaw 
I EEE T, r e 500 |--.--.---- 
Sire | Gee as Sree eee. 2.0, 6... ...................-] , TESS aE {a 
3532 | Oil-field machinery and tools.............-........-..--.-----.-- | ea ae 
3654 | Paper-industeies machinery _..................-........-.--.-.-..] ee eee 
3592 | Pipe and fittings, fabricated__..........-..-.--.-.- sabi cosrameeiinlebeasent | | Se link ateibbon 
a i a  cnamnnmmnnmpansnestid picasa 500 | Beem 
ee nmentnmemmnacsmmedind tasibisie due | oy Sees 
3561 | Pumps and compressors.........-.---.--.-..------ sities stigienniehgpltahiante | See 
ee EEE Wren Re oiatnurals 1, 000 
ELLA LEE LLL EAA, eine ee 1, 000 
3576 | Seales and | ost oN ER Eee a eee PRT Rae ae 
3589 | Service and household machines, n. e. c.---..------------------- Se > eee 
as oo oo aii ahd eduinaalitle dhapiae abt aed MkdGCe een an 1, 000 
3559 | Special industry machinery, n. e. c.......--.-------------------- |) es a 
| EET LT eye. ener : ee 
sie teninasnnmomdddiniandibee-« | Tee 
en Be RC On, EOS, O66 ccmeccncescocenncocsanccs Se SSS eee 
i eh i a eee hore) Tee eee | SEIS 
ee ne en cuuineonapmetncantebacacican TRE eee } 1, 000 
3565 | Trucks and tractors, industrial...............-....-------------- _  \ SRS Eee inane 





See footnotes at end of table, p. 29. 
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Employment size standards for identifying small manufacturing concerns—Continued 








Census Employment size standard ! 
classifi- (number of employees) 
ation Industry 
code 250 500 1,000 
MACHINERY (EXCEPT ELECTRICAL)—continued 
EE a ee Se mae eee Pees meee) 1, 000 
ee ee eer) Parsi, (Sap ees Berie 1, 000 
3591 | Valves and fittings, except plumbers’ E ss = : 500 | 
3553 | Woodworking machinery __.---_...-._-.._-- ‘ae ‘ } 250 | .). 
MISCELLANEOUS MANUFACTURES 
oe ed I ee inewawece eal 250 
3 3991 | Beauty and barber shop equipment---_____---_-._______-- . on) EES 
: pS EE EEE ee eee . do Ee EE EE 
f _ Ly Seth i 4 ere 3 
Oe ee eee ninapdlin wide enbwlata-deaetataoaa ite 250 | oo 8, RES FE, 
3955 | Carbon paper mn tened Ghent... 2-25 al fl RSA RS ee 
3982 | Cork products Jedewwewwnaseswmeresan sieww adem on adel SEE Orns Poe eae 
38 eee sara ifecaeae gee ____, EAE) SEES 
3985 Fireworks and pyrotechnics.- Seba ated arts ditpsardloeni i doe eee } “f DS. ae aaa 
ee ici dabbd Lb nasidadacseccccasscnccscus! - Pee Ls, 
3992 Furs, dressed and dyed EE Se a a SOE | Sr ak (a = ae 
een | Seen Gee, 66... ne. ode 250 
3994 | Hair work x a se : : , | ee PS See 
3939 | Instruments, musical, n. @. Cc. Sn ee 250 | 
3912 | Jewelers’ findings. - ea $ q 250 | 
3986 | Jewelry and instrument cases __- , 4 a, 250 | 
3961 | Jewelry, costume _- Pili twine wiaes a eabaratoe | gs RES CEA 
3911 | Jewelry (precious metal) ___- ane : ; 250 |_- 
3913 | Lapidary work ie eee | 250 | 
3952 | Lead pencils and crayons---_-_.---------- 2... 
3983 | Matches_ ET er } i ee ee 1,000 
3999 | Miscellaneous. products, n. e. c- guint } 250 
3998 | Models and patterns (except paper) = ect 250 | 
3988 | Morticians’ goods 250 
3964 | Needles, pins, and fasteners... ___- cate snatount ven ,__, See 
3932 | Organs-------- pritewbiwss wire eciaesil yh eee 
3951 | Pens and mechanical pencils -- ‘ 500 | 
3933 | Piano and organ parts_-____-_-_------ he : 250 | : | 
Rr aha ec ene pie seen etinun whet =e ; 500 | 
3996 | Pipes, tobacco_- : - besisa } 250 | 
3971 | Plastics, products, OS RS 250 | 
3987 | Shades, Tamp.- = ; ‘ 250 f 
3993 | Signs and a vertising displays Prag cuyia sock gies tent soya >, NS: 
3914 | Silverware and plated ware_-___-_- Sas tia sive elatatastarad id Paaiels a no a 
3989 | Small arms_- iadeaeaueewnine patilop wire tebe erie wiekons eS 500 : 
3990 | Small arms ammunition..___- — Sa Se. mi 1,000 
3997 | Soda-fountain and bar equipment. oe ene SOee een 250 | Peis 56 
3949 | Sporting and athletic goods__._._........___- kina acl ceateanen 250 : 
ee ee een en ee 250 | Tes 
3006 | Umbrelias, parasols and canes......................-............ ER tS Se 
ey Rs CI nn son wee cece cece ccnsnci ne | Loews: aS ae 
| 
PAPER AND ALLIED PRODUCTS | | 
2661 | Bags, paper---- Seieee ‘ pwsncrkeatiews <a | eee 
2671 | Boxes, paperboard - Fa cai eee ‘ arr seve tull dy ee Paes 
2651 Envelopes. ois Se ee eee ee 250 | _- >| BEB See 
2674 | Fiber caus, tubes, drums, ete......--------.__- Scns abersand Ges dee SPS 
2691 | Paper and ‘board, die-cut ._......--- eae : eek OO aes ou es 
9612 | Paper and board mills.....---- =.= ==. o-oo. = 500 
2641 | Paper coating and glazing. tia oe anint , | dy Se 
2699 | Paper products, converted, n. e. c- ne : a 250 a 
2694 | Pulp goods, pressed and molded_.._______- seek stats 500 |__- 
ita. ). Soe Sc acanbasnet ‘ : we 3 000 
2693 | Wallpaper-..------ aeraee Perl Yee ae jvedkaeen 250 |.-- “3 weet 
PETROLEUM AND COAL PRODUCTS 
2931 | Coke ovens, beehive __- pecans is ei ' a 250 
2932 | Coke ovens, byproduct ‘ 1,000 
2991 | Fuels, briquets and pene. ee ‘ 250 
2992 | Lubricants, n. e. ¢ pidluewewiies é ; 250 
2951 | Paving mixtures and bloc ks___- “ya 250 
2999 | Petroleum and coal products, n. e. c 250 
2911 | Petroleum refining Ton patel ‘ aA Bren 1,000 
2952 | Roofing felts and coatings.._..____-_-_____- | 500 


See footnotes at end of table. p. 29. 
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Employment size standard ! 





























Census 
} (number of employees) 
classifi- Industry 
cation 
code 250 500 1,000 
PRIMARY METAL INDUSTRIES 
ee ee Se ee eee 1, 000 
ee Ok, nwndnasheodncmanloonantieknh she ceseslides 1,000 
ee ES eee ALI ERT, arenas 1,000 
ee Eo ammain minaamaininnmenn oul saiteinMaedens aucune dana: 1,000 
ES EEL TEE, EEE HET TEE 1,000 
Be Oa Sere ee eee re if ee Pe Seay 
ee oni natnGamnddnenencadugedcansbunlovesesames ee Re 
cae isis mramninaneoneiemmnm nininimasesimintais bamnisidick Gace attettind-saaknw 
ie eo ccisicen tip onda tntermnsicball masa ed da wollte he eee 
3391 | Iron -_ CS EE SL PS YE eee 
og i eae PAE eee 1,000 
3399 | Metal Sadentvien, a acta iesiienetinieiniiniegnsvnchctnliiminanibon hl RS Oe ere 
3359 | Nonferrous metal EE ee ee en TES Se eee | * Pere 
ee ns I, IIIT, TD, OBrien nen nnconnmsnnansnaenal nonesewned 1) ee 
Een en ES EEE ee See 
3393 | Pipe, welded and heavy-riveted ARE NEE Se! FS Eee YE eee 
3312 | Steel works and rolling mills (includes 3311, blast furnaces) -_---- Rey et 1,000 
ke SE Sa ee aa Cy Ae Perera 1,000 
RR, HERES WE 1,000 
PRINTING AND PUBLISHING INDUSTRIES 
2782 | Blankbook making and paper ruling---.-.................------- 
I tia Sieniaimoniediennipaiamininemenen hs 
2789 | Bookbinding work, ae nines 
NLR EE EEE AE 
2731 | Books: publishing SS EE Se 
RE RRA a eee 
2794 Electrotyping ea sail 
2792 | Engraving and plate printing --...--..-...---.------------.----.-- 
ia taceceeer sams esnleioaniptiniaaningmnndheicimendios 
2783 | Loose-leaf binders and devices... .--....--.------------------.-. 
LE EE EEE EET OEP 
SEE ae eee ene eee Ae 
ea) Ee 
2751 | Printing, commercial.................-..-.- 
2741 | Publishing, miscellaneous- -----.- RS A OOEIERRE Cs. 
EE e Comeispceminninetcocenenncrarneenapongepeonncmnthe 
RUBBER PRODUCTS 
SE EE Sra nee 5 See ee gina 1,000 
3099 | Rubber industries, n. e. c.....--....-----.----- EE IE RS MEER AP Mls. cca 
3031 | Rubber, reclaimed. -_------ a ae tee SOD te. <ecka-- 
3011 | Tires and inner tubes-.--.-_-------- Ra pee ee ee FS aa AE eT 1,000 
STONE, CLAY AND GLASS PRODUCTS 

SE ae YS es Soe eee 
NEE EE LLP L ED, Mee ey: 3 eee 
Ee ee Sena ee i SE iS, Le eee 
NE EEE ee Ree, eta | 
3265 | China decorating for the trade............----- ctieticnmainaiamatatee i indnintecaardihan sian 
3250 | Clay products, structural, n. ©. G..........-.-..--..........--.-- 250 Se See 
eo nen eineebubeesesnenanedbil = 
re eS... ceniesioneeseernceabeunctonents 
3221 | Containers, glass...-..-...-..----- Ss hialelatisie-dieikanutubkdniaadasarnioadental 
3281 | Cut-stone and stone products EI LITRE TD sedasie 
3293 | Gaskets and asbestos insulations 
a aw cape monsnapencameniechion 
3231 | Glass, products of SOR gia RN aaa imi eases oats 
3229 Glassware, rr 20... one enesemeneneal>eiabesess |) 
EE SS een ee 250 epbe eels 
Be EE ee eee Soe See: ee ee 1, 000 
o£ goa nS Se Eb EY A RAE SSS Pa ee a eee 
3299 | Mineral products, nonmetallic, n. e. ¢.....-.-------------------- a Se 
ES ELL OE LE EA EE Rey eo — ) a" 
3295 | Minerals, ground a a ah a eningneammenained le BE RicbethslentGhutdbatiue 
3297 | Nonclay aan ecsinneumeutiesecheweaeenid | re 
3254 | Pipe, sewer. - -.- pct nk Dean cemeee SIRS SE EEE: SS HF Yt SS 
ee  ,  cenmancasesancnavacbuccghsn sone 
ee ar nn ID III oon ns pncncesncecstccenne.nenacceee= 
ee an, manne nbsiee re malinneminntie isin 
Ee merry ee 
I EE Se ee ree to 
a a . witinen einen vibe mew ewaeminne 
3263 | Utensils, earthenware food - .--.- 
3262 | Utensils, vitreous-china food 


See footnotes at end of table, p. 29. 
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Employment size standards for identifying small manufacturing concerns—Continued 





| 


: | Employment size standard ! 
classifi Commnbor of uaidaane 
cation Industry f 30 

code . | | ‘ao on 








TEXTILE MILL PRODUCTS 


Carpets and rugs, n. e. 

Carpets, rugs and carpe ‘ yarns, wool 
Cordage and twine 

Fabric, knit, mills___-- 

Fabric, narrow, mills_- 

Fabrics, coated, except rubberized 

Fabrics, cotton broad woven 

Fabrics, rayon and related broad woven. 
Fabrics, woolen and worsted _ 

Felt goods, n. e. Cc. aa 

Floor coverings, hard surface... ____- 
Glove, knit, mills_ 

Hats and hat bodies, Ee 
Hats and hat bodies, wool felt__._..-- 
Hats, straw - Cheon nes 
Hatters’ fur___- Ege TAS 
Hosiery, full- fashioned mills_. eas ees 
Hosiery, seamless, mills_. ene 
Jute (except felt) and linen goods_..___- 
Knitting mills, n. e. ¢ 

Lace goods 

Outerwear, knit, mills_- 
Paddings and upholste ry ‘filling... 

Scouring and combing pk ants __ 

Textile goods, n. e. c__-- Sante 
Textile finishing, except ila 
Textile finishing, wool fix 
Textile waste, processed ___- 

Thread mills. - -_- . 

Underwear, knit, mills i 

Yarn mills, e stton system_ 

Yarn mills, silk system ____ : 

Yarn mills, wool, except carpet_-- 

Yarn throwing mills..........-..-.... REES 


TORACCO MANUFACTURES 





Cigarettes 

Cigars..... 

Tobacco, chew ing ‘and smoking 

| Tobacco, stemming and redrying 


TRANSPORTATION EQUIPMENT 
Aircraft ea : : 
Aircraft engines ----- 
Aircraft equipment, n. e. ¢ 
Aircraft propellers oak 
Boat building and rep: liring. 
Locomotives and parts 
Motorcycles and bicycles 
Motor vehicles and parts 
Railroad and street cars 
Ship building and repairing 
Trailers, automobile 
3715 | Trailers, truck __ _-_ 
3799 | Transportation equipment, n.e.¢ 





3713 | Truck and bus bodies. 


! Any manufacturing concern will be considered small if it employs no more than the number of employees 
indicated by the employment size standard for the industry in which it is primarily engaged. 
2 The abbreviation n. e. c. means not elsewhere classified. 


APPENDIX A 


EDUCATIONAL INSTITUTIONS OFFERING ADMINISTRATIVE MANAGEMENT COURSES 
COSPONSORED BY THE SMALL BusINEss ADMINISTRATION ScHoOOL YEAR 
(1954-55) 


Arizona: 
Arizona State College: 
Roy Rice, director, extension division, Tempe, Ariz. 
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Arkansas: 
Harding College: 
George S. Benson, president, Searcy, Ark. 
California: 
The University of California at Los Angeles: 
Malcolm Heslip, head, Business Administration Extension, 613 South 
Hill Street, Los Angeles, Calif. 
The University of San Francisco: 
Roy C. Hall, business administration division, San Francisco, Calif. 
Colorado: 
The University of Denver: 
Alfred C. Nelson, dean, Community College, Civic Center, Campus, 
Denver, Colo. 
Connecticut: 
The University of Connecticut: 
Laurence J. Ackerman, dean, School of Business Administration, 
Storrs, Conn. 
District of Columbia: 
The American University: 
Theodore H. Levin, director, Institute of Small Business Management, 
1901 F Street NW., Washington, D. C. 
Illinois: 
Loyola University: 
Peter T. Swanish, chairman, management department, College of Com- 
merce, 820 North Michigan Avenue, Chicago, IIl. 
Kansas: 
The Municipal University of Wichita: 
William A. Nielander, dean, College of Business Administration and 
Industry, Wichita, Kans. 
Maryland: 
The University of Baltimore: 
Clifford C. James, dean, School of Business, Industry and Management, 
Baltimore, Md. 
Massachusetts: 
Boston University: 
John Waters, director, evening division, 685 Commonwealth Avenue, 
Boston, Mass. 
Clark University: 
Robert M. Hyde, director of the Evening College, Main Street, Wor- 
cester, Mass. 
Minnesota: 
University of Minnesota: 
_— Berger, director, Center for Continuation Study, Minneapolis, 
Minn. 
Mississippi: 
The University of Mississippi: 
Duke C. Trexler, assistant director of conferences and institutes, Box 
154, University, Miss. 
Missouri: 
The University of Kansas City: 
Charles E. Gilliland, dean, School of Business and Public Administration, 
5100 Rockhill Road, Kansas City, Mo. 
New Jersey: 
Rutgers University: 
George 8S. Odiorne, chairman, management services section, University 
Extension Division, New Brunswick, N. J. 
New Mexico: 
The University of New Mexico: 
William J. Parish, acting dean, College of Business Administration, 
Albuquerque, N. Mex. 
New York: 
Adelphi College: 
‘rancis K. Ballaine, dean of the college, Garden City, N. Y. 
The University of Buffalo: 
Robert F. Berner, dean, Millard Fillmore College, 3435 Main Street, 
Buffalo, N. Y. 
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New York—Continued 
Fordham University: 
Charles A. O’Neill, 8. J., dean, adult education center, School of Generai 
Studies, New York, N. Y. 
Hofstra College: 
Harry H. Rains, director of the labor management institute, Hempstead, 
N. Y 


New York University: 
Wilbur K. McKee, director, office of special services to business and 
industry, 6 Washington Square North, New York, N. Y. 
Syracuse University: 
Stuart B. Schaffner, executive for special programs, adult education 
division, 601 East Genesee Street, Syracuse, N. Y. 
North Carolina: 
Carl T. Brown, director, distributive education, State Department of Edu- 
cation, Raleigh, N. C. 
Wilmington College: 
W. K. Dorsey, coordinator of distributive education, Wilmington, N. C. 
Ohio: 


Western Reserve University: 
Randle E. Dahl, visiting professor of industry, school of business, gradu- 
ate division, Cleveland, Ohio. 
Oklahoma: 
The University of Oklahoma: 
W. L. Powers, director, business and industrial services, extension 
division, Norman, Okla. 
Oregon: 
The University of Oregon: 

Hugh Lovell, Portland State extension center, Oregon State Board of 
igher Education, 1620 Southwest Park, Portland, Oreg. 
Pennsylvania: 

The University of Scranton: 
William G. Kelly, S. J., dean, evening sessions, Scranton, Pa. 
Temple University: 
James Williamson, director, management service division, Cheltenham 
Avenue and Sedgwick Street, Philadelphia, Pa. 
Rhode Island: 
Brown University: 
C. C. Bosland, professor of economics, Providence, R. I. 
South Carolina: 
University of South Carolina: 
ee dean of the school of business administration, Columbia, 
S. C. 
Edmonds High School: 
a Mrs. Elinor F. Burgess, distributive education department, Sumter, S. C. 
exas: 
The Retail Institute of Dallas: 
Jeep Smith, director, 2218 Bryan Street, Dallas, Tex. 
Fort Worth Retail Institute: 
Jack Phenix, director, 715 West Second Street, Fort Worth, Tex. 
Virginia: 
Richmond Public Schools: 
John Perreault, supervisor, distributive education, 1000 East Marshall 
Street, Richmond, Va. 
The University of Virginia: 
F. Byers Miller, dean, school of business administration, Richmond Va. 
The Virginia Union University of Richmond: 
John Perreault, supervisor, distributive education, 1000 East Marshall 
Street, Richmond, Va. 
Washington: 
Edison Technical School: 
Miss Beth Coghlen, director, distributive education, Seattle public 
schools, Seattle, Wash. 
Wisconsin: 
The University of Wisconsin: 
Edwin R. Hodge, chairman, department of commerce, 600 West Kilbourp 
Avenue, Milwaukee, Wis. 
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Summary of business loans delinquent more than 60 days 



































| Number ! Amount ? 
| 
I iin nncth she irene Gntus~detigudemendhtntibennecccseureseveenneces 770 | $38, 666, 367 
RR ela feb Bie eC Seas RE ae oe 16 4 
| 
UMPC 2? 20 ohy ee ths yo To aol, es tiok 736 | 38, 969, 687 
Delinquencies are comprised of: 
RS Ce eee ER ee a ae EL ol 7 172, 895 
RAE EEA ee PE ieee yg 130, 425 
| RE lnc 2 RE, Se ey ae Ee on A a ea 16 303, 320 
Status of delinquencies: eL 
EO eS eee ee eee | we ae bP eae 
A es IES ERIS 5. he I 8 fear oa Re alll sa aL <P 2 Bel 2 
8 TE a ee ee See, lS ta 
Installments past due, but expected to be cured_____..__________________ 11 |- 
C0 ERS ls 9 ie: BS Ris NE ee oy ee ONT OF | 16 vee cere 





1 As of Apr. 25, 1955. 
2 Disbursements as of Apr. 15, 1955. 


Note.—Approximately eight-tenths of 1 percent of amounts disbursed are delinquent. 


As of Nov. 30, 1954, about 46 percent of loan approvals (net after cancellations) were undisbursed; by 
Mar. 31, 1955, this percentage had been reduced to 29 percent. 


May 3, 1955. 
Memorandum to Mr. Engles. 


Re Use of proceeds of business loans approved cumulative through March 31, 1955. 











Use —_——___—______ — 
Amount Percent of 
total 
EE SE Ce te Yee eee _ = ee ---| $17,517,321 | 25. 2 
| EPL IIE PE LADLE LLL ATL ARTO Iacocca — : Se 6, 896, 966 | 9.9 
6 EE eee stata 5 ae 28, 797, 275 | 41.4 
Consolidation of obligations- - - ---- sbote Au 3 2 er LAR Set : 16, 331, 926 23.5 
OSE ro Sk IAs ae er eee eae _--| 69, 543, 488 | 100. 0 





CoMPARISON RFC anp SBA LENDING PROGRAMS 


(a) RFC did not look with favor on loans where primary purpose was to 
refinance existing indebtedness, whereas there is no prohibition for making this 
type loan by SBA. 

(b) SBA stresses ability to repay loan from earnings—RFC stressed collateral. 

(c) SBA permits maturities of up to 10 years—RFC discouraged maturities in 
excess of 5 years. 

(d) Under provision of law, SBA can permit 90 percent deferred participation 
in bank loans—RFC by law was limited in its participation to 70 percent in loans 
up to $100,000 and 60 percent in loans over $100,000. Therefore, SBA is more 
liberal. 

(e) SBA loan applications which appear impossible for approval are frecuently 
rearranged as to amount, terms, and conditions, so that financial assistance may 
be given applicant. 

(f) SBA policy of approving smail loans when collateral is thin, but earnings 
record is satisfactory and management good. RFC would not make loans under 
such circumstances. 

(g) RFC primary objective, the function of making loans—SBA objective, to 
aid and encourage small-business firms. 

(h) An intangible factor is the determination of the Administrator of SBA to 
interpret the policies established by the Loan Policy Board in as liberal manner 
as possible consistent with sound lending practices. These policies are definitely 
being applied with greater zeal and concentration on small business with full 
realism of the problems with which they are constantly being confronted. The 
resolute determination to finance competent small-business men is being vigor- 
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ously and successfully carried out. The many other functions of SBA tend to 
enhance the lending program and establish confidence in the Administration as a 
source of financial assistance not otherwise available. 


EXAMPLES OF FINANCIAL COUNSELING 


The Small Business Administration, through offering advice and counsel on 
financial problems, facilitating transactions with private lending institutions and 
in providing other specialized services, has been able to assist many small-business 
concerns. Exactly how many have benefited from the program is not known 
since the results of any advisory service is difficult to measure. On the other hand, 
many concrete examples of aid provided indicate that the benefits of the program 
are far reaching: 

1. A small woodworking concern in New England made application for a loan 
of $1,000 for 3 months to complete a contract to manufacture wooden boxes. 
His local bank had declined the loan although there appeared to be ample security 
and earnings. An SBA financial specialist reviewed the application with a bank 
about 15 miles from the applicant’s place of business and made all arrangements 
for the bank to grant the loan. 

2. A midwest bank filed a $110,000 application for an SBA 75 percent deferred 
participation in a loan to a dry-cleaning and laundry concern. After discussions 
with the bank the application was withdrawn and the bank made the entire 
loan, to the satisfaction of all concerned. 

3. A west coast concern applied for a $50,000 loan, part of which was for debt 
retirement, part for new equipment and the remainder for working capital. 
After several discussions with the bank of account by one of our financial special- 
ists, a mortgage loan and an open line of credit were made available by the bank, 
thereby solving the concern’s financial problem. 

4. A loan applicant in Kentucky received his financing through an insurance 
company ($70,000) due to the efforts of one of our financial specialists. 

5. A southern canning concern, as a result of SBA counseling, was able to 
arrange an additional bank loan by obtaining a mortgage loan on its real estate 
and a working capital loan, secured by a pledge of warehouse receipts, whereas 
both types of collateral had heretofore been required in connection with the 
company’s more limited borrowings which had become inadequate to handle 
increased volume. 

6. Through SBA counseling, a company in West Virginia was able to secure 
the financing needed for expansion from a local bank and sale of stock to some 
300 local residents. This town was in a distressed labor area and the expansion 
of this firm will provide employment of from 20 to 50 additional persons. 

7. In our Atlanta regional office during September 1954 three cases of good 
counseling in the preparation of loan applications by our financial specialists 
resulted in banks making each loan in its entirety. Two of the concerns located 
in Georgia, obtained loans of $45,000 and $70,000; the other1 one, located in Florida, 
obtained a loan of $150,000. 

8. A concern in Michigan needed funds for delinquent Federal excise taxes. 
It was suggested that a plan for the liquidation of the taxes be submitted to the 
Director of Internal Revenue. We have since learned that an equitable plan has 
been arranged without the need of outside financing. 

9. A Texas bank wrote an applicant that it was the bank’s policy not to par- 
ticipate in Government loans. fter a thorough review of the case and discussion 
with the bank officials by an SBA representative, the bank made the $20,000 loan 
on a deferred participation basis—25 percent bank, 75 percent SBA. 

10. An Oregon industrial association with 47 members was endeavoring to help 
a wooden toy manufacturer establish a plant in their city. The toy concern was 
in need of a $15,000 loan which the local bank was unable to make. After the 
SBA counseled with the association members and pointed out how each of them 
would profit from establishment of the plant in their city, the members decided 
that they would make the needed loan to the manufacturer to be secured by chattel 
mortgage on his equipment and his personal guaranty. 

11. A Minnesota manufacturer of farm machinery, attachments and snowplows 
was forced to find new quarters. No satisfactory leased premises were available 
and the company did not have the financial strength to construct a new building. 
Through suggestions made by our financial specialists, a development company 
which had been dormant for approximately 3 years raised the necessary funds, 
constructed a building and leased it to the concern in question. This action 
enabled the company to stay in business without the crippling burden of indebted- 
ness beyond its ability to repay and continue to furnish local employment. 
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12. A concern in Minnesota, which needed funds for operating purposes and 
which was heavily extended on real-estate holdings, was induced to liquidate 
some of the real-estate holdings which were not essential to the business and 
thereby acquired needed operating capital. 

13. A bank in Missouri applied for a deferred participation loan in the approxi- 
mate amount of $43,000. Additional information was required before the 
application could be processed. As a result of the request for additional informa- 
tion the bank developed certain facts which permitted them to resubmit the 
application to their loan board, which resulted in the loan being made by the bank 
without Government participation. 

14. An applicant in Tennessee desired funds for the purchase of a single item 
of equipment. Just subsequent to the discussions with the regional office the 
applicant disposed of two pieces of equipment. Upon reviewing the situation 
with the applicant, it was suggested that the funds received from the disposition 
be used in part payment of the purchase price of the new equipment. This was 
agreed to and the case was reviewed with applicant’s bank of account, who, based 
upon this arrangement, agreed to provide the necessary additional funds, thereby 
eliminating the need of requesting SBA financial assistance. 

15. A distributor of automotive equipment who had collateral only in the form 
of receivables was airected to a concern specializing in handling this type of 
financing. SBA has been advised that the financial assistance sought from us has 
been obtained from that source. 

16. A manufacturer of laboratory and testing equipment engaged 100 percent 
in defense work conferred with SBA relative to obtaining financial assistance for 
the purpose of paying back to some of its large stockholders approximately 
$150,000 of funds advanced by the stockholders for working capital purposes. 
This manufacturer was directed to the representative of a private lending pool, 
where successful negotiations were conducted. 

17. A greenhouse was found to be ineligible for a loan from SBA. An SBA 
financial specialist contacted the applicant’s bank, which indicated a willingness 
to help if possible, but sought our advice as to the means by which a loan could 
be made. This advice was given. The bank then granted a loan along the lines 
SBA had suggested, affording a portion of the funds needed. Since this loan 
did not suffice for all requirements, we then suggested to the greenhouse operator 
that he seek an increase in his real-estate mortgage (in view of an apparent equity 
warranting such increase). Upon our advice, this was done, and the mortgagee 
agreed to increase the outstanding mortgage loan of $6,821 to $9,000, thus taking 
care of the aforementioned needs. 

18. A manufacturer of cosmetics had a mortgage loan which was paid down to 
$67,000, but needed an additional $100,000 loan for working capital. Buildings 
and land were appraised in excess of $600,000, so that a new loan of the total would 
tbe amply secured. SBA referred the manufacturer to several insurance com- 
panies, which were interested in making well-secured loans and an insurance 
loan was negotiated. 

19. A manufacturer of metal furniture required $30,000 for working capital 
and expansion of facilities. Such a loan would have been amply secured by 
fixed assets and a bank was agreeable to a 25-percent participation. SBA sug- 
gested that this loan might be either bankable on a long term or private financing 
might be available. The applicant was successful in making a Joan with an indi- 
vidual at 6 percent interest secured by a mortgage on fixed assets. 

20. A small town has interested a large company in locating a factory there, 
provided a factory building will be constructed for the company, under a lease 
with purchase option. SBA explained that a loan to the large company would 
not be eligible because of the number of its emplovees and that a loan to an invest- 
ment real estate holding would also, most likely, be ruled as ineligible. A sugges- 
tion by SBA that life-insurance companies and others might be interested and 
should be contacted was followed and negotiations have been started to finance 
the project. 

21. An inquiry was received from a printing firm for a direct loan of $5,000 to 
be used for acquiring capital equipment to perform a sizable contract for its 
State government. The firm had unencumbered fixed assets amounting to 
approximately $10,000 appraised value, and the new piece of equipment would 
bring the value to a total of $15,000. Thus, the ratio of collateral offered to 
secure the loan was 3 to 1. The SBA representative, together with the applicant, 
reanalyzed the situation to make his application more attractive to the banks. 
It was suggested that the businessman reapply to the banks, offering again his 
fixed assets to secure the $5,000 loan, together with the assignment of his contract 
which it was estimated would net him in excess of the $5,000 needed. It was 
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also proposed that the loan should not exceed the duration of the contract. This 
new proposal was acceptable to the local bank. 

22. A sawmill company, with assets in excess of $450,000, was in financial 
difficulties. This is due in part to the excess costs over estimates of erecting the 
saw and planing mill, installing roads, purchase of machinery, ete. Acting on 
SBA’s suggestion, the management contacted a lumber company which needed 
substantial amounts of pine to supply the needs of its retail outlets. This resulted 
in cash orders sufficient to relieve temporarily the company’s distressed condition. 

23. A World War II veteran, who is a veterinarian, had established a lucrative 
business after the war. He constructed and equipped a veterinary hospital in 
1952 at considerable expense, obtaining a mortgage on the real estate and pur- 
chasing considerable equipment on conditional sales contracts. His earnings 
enabled him to meet his fixed obligations until he was recalled to the service in 
1953. Although the hospital was re-leased to another operator, total income was 
reduced to a point which strained the owner’s ability to continue monthly install- 
ments and also retire the trade accounts payable. He therefore sought a SBA 
loan to consolidate all his debts. Upon exploring the details of the indebtedness, 
SBA arranged (with the consent of the veteran, who is stationed at a distant base) 
with the local mortagee of the real property for a moratorium on the mortgage 
payments. Also, all the pressing obligations on the equipment were consolidated, 
with our assistance, into a bank loan, within the veteran’s ability to repay. 

24, A small wholesaler of upholstery fabrics in California found that the short- 
term credit provided by its bank did not enable it to carry the required inventory 
to meet competition and supply the demands of its customers. A Small Business 
Administration financial specialist proposed that field warehousing be obtained 
and assisted in arranging for bank financing based on warehouse receipts. 

25. A concern in the Chicago region was faced with maturity on a mortgage 
loan from a private financial institution. A financial specialist was successful in 
arranging for a 5-year extension. 

26. A manufacturer in Maryland was refused a substantial military contract on 
which it was low bidder because of a question of financial competence. A Small 
Business Administration representative was successful in arranging private 
financing for the company, which qualified it for the contract. 

27. A crab canner in Alaska needed funds for the purchase of gear to be loaned 
to crab fishermen. A plan was proposed and successfully put into effect for the 
sale of the gear to the fishermen, with payment derived from a percentage of the 
purchase price of the crabs they delivered. Under this plan, the local bank fur- 
nished the necessary financing for the equipment. 

28. Because of adverse market conditions, a produce company in Idaho was 
unable to repay a substantial short-term loan obtained from a bank to equip a 
new building. Current liabilities also exceeded the company’s current resources. 
A proposal was made and arrangements successfully concluded to obtain a stand- 
by from a large proportion of the current creditors and an extension on the bank 
loan until the 1954 harvest, when the financial picture is expected to improve. 

29. A man and his wife in the Philadelphia region had been refused a loan by 
a@ savings and loan association to construct a tailoring and cleaning shop in land 
owned by them. The declined loan would have amounted to almost the full cost 
of the building. The Small Business Administration financial specialist proposed 
the construction of a less costly building, the injection of further capital in the 
business, and the inclusion of other income property in the collateral to be 
pledged. The savings and loan association then made the loan. 

30. With the help of a financial specialist, a Cleveland area company produc- 
ing diecastings negotiated a bank loan of $10,000, secured by machinery and 
equipment, and an additional line of credit of $30,000, to be secured by accounts 
receivable. This was the last step necessary in setting up a workable financial 
program of a company which had been overexpanded in fixed assets and burdened 
with debts. 

31. The owner of an airplane parts and assembly business needed working 
capital. After a thorough review of the firm’s financial statements, an agency 
specialist concluded that if some additional funds could be raised privately, a 
bank which was known to be cooperative in making small-business loans would 
probably be interested in a direct or participation loan. As a result, some pri- 
vate funds were raised and a 3-year bank loan of $125,000 was made on fixed 
assets, without the need of Small Business Administration financial assistance. 


The Cuarrman. Mr. Brown. 
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Mr. Brown. Mr. Barnes. I think you have made a very interest- 
ing statement. You say you have lowered the interest rate on 
disaster loans. What is the rate now? 

Mr. Barnes. The interest rate on disaster loans is 3 percent. 
Originally, in our loan-policy statement, it was fixed at 3 percent for 
home loans, and 5 percent for business loans. 

Mr. Brown. I had understood that on disaster loans the rate had 
been increased? 

Mr. Barnes. Not in our program, sir. I think that was in the 
Department of Agriculture, certain types of disaster loans are made. 

Mr. Brown. That is in agricultural loans? 

Mr. Barnes. Yes, sir. 

Mr. Brown. You don’t know why they were increased, do you? 

Mr. Barngs. No, sir. 

Mr. Brown. You state also that you are making additional types of 
small business eligible for loans. Would you like to tell us something 
about that? 

Mr. Barnss. Yes, sir. It was our feeling, at the time the loan- 
policy statement was first drafted, that the language used in the act 
indicated that some type of priority should be given to businesses 
that were actually working on defense contracts—defense production— 
and that it very likely might be in the intent of Congress to indicate 
that that type of business was more in the public interest and there- 
fore should have some type of priority on loans, and the first state- 
ment was so made, or at least it so indicated. 

However, in the first few months of operating under this statement, 
we found that many other types of businesses came in and otherwise 
qualified under the law, and the feeling was, on reexamination of that 
wording in the act, that the act should be broadened and not limited 
solely to manufacturers, and then it was difficult administratively to 
give any kind of priority in the granting of loans—you have to take 
them in order as they come in—so the loan-policy statement was 
amended in such a way that except for exclusions set forth in the 
statement, all businesses, retailers, distributors, service establish- 
ments, in addition to manufacturers, were made eligible under the 
loan-policy statement. 

Numerically, it means this, sir: If the eligibility were limited 
to manufacturers, there are some 400,000 that would be eligible as 
small manufacturerers. But when the statement was changed there 
became potentially eligible some 4 million small businesses. 

Mr. Brown. That is all for the present, Mr. Chairman. 

The CHarrmMan. Mr. Kilburn. 

Mr. Kiisurn. I think Mr. Barnes made an excellent statement. 
There is one question I would like to ask. 

When you participate with a private lending institution, in the 
case of a $100,000 loan, let’s say, is that paid off 50—50, or is the private 
lending institution in a preferred position? 

Mr. Barnes. No, sir, we are complete partners in the loan. A 
brief statement of how it works is this, sir: 

The bank discusses the matter with the customer. The customer 
goes to his own banker and discusses his desire to obtain one of these 
loans. The application is made to us, by the bank, for the borrower, 
and they collect, for the most part, a great deal of the information in 
connection with the loan. 
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When we approve and authorize the loan, the loan is made accord- 
ing to the terms of the authorization we issue, and we enter into an 
agreement with the bank that we will, upon call by the bank in the 
future buy the agreed percentage in the loan. 

The bank then goes ahead and closes the loan and disburses all the 
funds. Now this is in the deferred-type participations. Thereafter, 
the bank both collects the money, services the funds, and everything 
else, and they then pay us a charge, a bank charge, which is varied 
according to the size of the amount that we have agreed to buy. 
If the loan is paid off, or during the course of the loan if the bank makes 
no call on us, no funds are advanced from the Treasur y. That is the 
deferred-type participation, and my recollection is that of the 66 per- 
cent that are bank participations, 75 percent of those are deferred 
participations in which the Government will very likely never be 
called upon to advance any funds. 

Mr. Kitspurn. I understand about the deferred position. What I 
am asking you about is this: Suppose you and the bank loan a man 
$200,000. He pays down to $100,000 and then goes broke. 

Mr. Barnes. We share equally. 

Mr. Kiipurn. The bank loses $50,000 and you lost $50,000? 

Mr. Barnes. We share equally in the loss if we have agreed to 
buy 50 percent of the loan. Those percentages vary from loan to loan. 

Mr. Kitspurn. That is all. 

The CHarrMAN. Mr. Patman. 

Mr. Patman. Mr. Barnes, I have a statement before me which 
indicates that you had $80 million in the loan fund originally. 

Mr. Barnes. Yes, sir. 

Mr. Patman. The law authorizes a loan fund up to $250 million; 
it was $500 million in the bill reported by this committee, but that 
bill went to the Senate and was reduced, and we finally agreed on 
$250 million; that is correct, is it not? And then you have actually 
had available, through appropriations, $80 million? 

Now the statement I have before me indicates that you have total 
liabilities against your fund for business loans amounting to $42.9 
million; of course, most of this is in connection with bank loans; is that 
right? 

Mr. Barnes. What is the date of that statement, sir? 

Mr. Patman. March 31. 

Mr. Barnss. The figures that I gave you were correct. 

Mr. Parman. All right. At any rate, that is not the main point I 
was trying to make. This statement indicates that the net amount 
disbursed, out of the $80 million, is $15 million for business loans, and 
$3.3 million for disaster loans. 

How much are the administrative expenses per year for the Small 
Business Administration, Mr. Barnes? 

Mr. Barnss. I gave that figure in my statement. Something over 
$5 million, sir. 

Mr. PatTmMaNn. $5 million a year? 

Mr. Barngs. Yes, sir; it was for this current year. 

Mr. Parman. Well, for 20 months, then, it would be about how 
much? About $8 million? 

Mr. Barnes. About $8 million would be approximately correct. 

re Patman. And you have actually disbursed $15 million; is that 
right? 
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Mr. Barngs. No, sir 

Mr. Patman. I mean except disaster loans, which I consider ab- 
normal and not to be considered in the ordinary going concern. 

Mr. Barnegs. We disbursed $38,666,000. 

Mr. ParmMan. $38 million. Have you actually paid it out? 

Mr. Barnes. Yes, sir. 

Mr. PatmMan. You have actually paid it out? I am afraid I am 
going to have to argue with you about that a little, if you say you 
actually paid it out. 

Mr. Barnes. Well, my answer to your question would be this way: 
The disbursements, cumulative through April 30, were as follows: 

We had disbursed, on direct loans, $11,867,114. 

Mr. Parman. I am talking about disbursements only. 

* ani Barnes. That is right, this is the money that has been dis- 
ursed. 

Mr. Parman. Actually paid out, checks cashed? 

Mr. Barnes. That is right. On immediate participations, 150 
loans, $7,977,662. On deferred participations—where we had agreed 
to the loan but the borrower had received the money from the bank— 
$20,654,000. 

Mr. Parman. That is the point. Have you actually paid any of 
that out, any of the $20 million? 

Mr. Barness. No, sir, but those are 

Mr. Patrman. Well, that is not the question, then. I am talking 
about the actual money that you have paid out of the $80 million. 

Mr. Barnes. You see, the borrowers have received the money 
authorized under the loan on those, and there are commitments 

Mr. Parman. They have received it from the banks, though. I am 
talking about disbursing this $80 million. The figures I have disclose 
that you have net disbursements of only $15 million on business loans, 
actually paid out. Is that about right? 

Mr. Barnes. No, sir. 

Mr. Mutter. I think your date is March 30 and he is using April 30. 

Mr. Barnss. No, sir, checks have been issued on the revolving 
fund for $19,125,500. 

Mr. Parman. Well, since I have only a limited time—and I approve 
of the Chairman’s policy of each member taking only 5 minutes in 
going around the first time, and after that, of course, unlimited time, 
alternating from side to side, and I am going to abide by it—but here 
are some notes that I have made. 

After 21 months of operation, through April 30, 1955, a maximum 
of $40,500,000 has been disbursed from all sources on business loans. 
Small Business Administration has disbursed $19.1 million from its 
own funds, although its net disbursements are less, as some amount 
has been repaid. 

Small Business Administration’s expenses for’loan activities amount- 
ed to 6.2 percent of all funds authorized, including banks’ shares, 
whether disbursed or not. Including disaster loans, and everything 
else, SBA’s loan expenses amounted to 5.5 cents for every dollar of 
loans authorized, whether actually disbursed or not. 

Mr. Barngss. Yes, sir. 

Mr. Parman. Now the number of loans authorized by you, if I 
have it correctly, is as follows: total applications received, 5,085; 
applications withdrawn, 840; declined, 2,446; authorized and not can- 
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celed, 1,141. Those figures include all business loans authorized by 
you, including those for which the bank put up all of the money; 
the direct loans made by you were 481 loans. Is that right for 
April 30? 

Mr. Barnes. Yes, sir. 

Mr. Patman. Well, that is just a little over one direct loan for 
each congressional district. I am not saying you make them that 
way, but I am just making the comparison. Immediate participa- 
tion loans, 232; and deferred, 711. 

In other words, your loans in 21 months have been pretty few and 
the amount paid out pretty small, in comparison to the $250 million 
authorized. 

The RFC, in comparison, for the years 1949 and 1950, did as 
follows: In 1949, not counting $39 million that the banks paid out, 
disbursed $77% million on 3,000 applications, and on loans of just 
$100,000 and less. I don’t have the figures for loans above $100,000. 
But just two-thirds the amount of your lending limit—which is 
$150,000 per loan—figures on just two-thirds, means that the RFC 
put out $77% million to 3,073 successful applicants. 

In 1950, lent $136 million on loans of $100,000 or less—not counting 
$70 million put out by the banks in participation loans. 

In 1951, RFC approved 2,400 applications amounting to $75 
million. 

In comparison with RFC on $100,000 loans and under, of course, 
your record is not too favorable. 

I would just like to suggest, Mr. Barnes, that since there is a great 
doubt in the minds of a lot of Members of Congress as to whether this 
Small Business Administration should be continued at all or not, as 
to whether or not it is causing people to spend more money pursuing 
their applications for loans than the successful applicants actually get 
in loans, and since there is a question in our minds as to whether or 
not we should permit an organization like that to continue—that it is 
probably more trouble than it is worth, holding our hopes to people 
that they can get loans, which they ultimately can’t get—so the 
Members of Congress, with whom I have talked have expressed 
great doubt as to whether or not this Agency should be continued. 

Now there is one way we could find out, through a cross-section. 
You have received over 5,000 applications. You have their names 
and addresses, don’t you? 

Mr. Barnes. Yes, sir. 

Mr. Patman. How many letters did you receive about loans, or 
how many letters did you receive from people about loans who didn’t 
file applications? I know that in actual practice a lot of people come 
in and tell you their problems, and when they see they don’t have a 
chance they don’t file an application. But you keep their names and 
addresses, do you not, Mr. Barnes? 

Mr. Barnes. Yes, sir, generally speaking, we do. 

Mr. Parman. About how many would you have in addition to the 
5,000 from whom you received applications? 

Mr. Barnes. May I answer—yvyou asked more than one question. 

Mr. Parman. I will confine it to one, then. You have the names 
and addresses of the 5,000 whose applications you have either approved 
or rejected. How many more do you have, of people who wrote in 
saying they want a loan but who didn’t file an application? 
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Mr. Barnes. The answer to that question gives a good measure of 
our workload, Mr. Patman. We have had, according to our records, 
some 129,258 inquiries and interviews. 

Mr. Parman. Do you have the names of those people? 

Mr. Barnes. Probably not all of their names, but a great many of 
them. 

Mr. Parman. How many of them would you say? 

Mr. Barnes. These are records of the telephone calls and letters 
that have come in. 

Mr. Farman. How many were telephone calls and how many were 
etters: 

Mr. Barnes. We maintain and keep records on this particular 
subject for about 3 months, and we would have those names. 

Mr. Parman. You mean you destroy them at the end of 3 months? 

Mr. Barnes. We do. These are notes which a man makes when 
he answers the telephone and someone is calling. 

Mr. Parman. What about letters that you get? 

Mr. Barnes. We keep the letters. 

Mr. Parman. You now have the letters? 

Mr. Barnes. Yes, sir. 

Mr. Parman. Are they here in Washington? 

Mr. Barnes. Some of them were made available to the House 
Committee on Small Business, and we do have some of them in our 
Washington office. 

Now, we follow the disposition of records requirements of the 
General Services Administration. We keep the records they tell us 
to in those regulations and destroy the others. 

Mr. Parman. Since there is such a doubt in the minds of the 
members about this agency I think it would be well if this committee 
would consider sending a questionnaire to each one of these appli- 
cants, including the successful ones, to get their appraisal and evalua- 
tion of the services rendered by the agency. For that purpose—if it 
should be done, of course—you would be in position to furnish the 
names and addresses of these 5,000, and also the ones from whom you 
received letters? 

The CuarrMan. Your time is up, Mr. Patman. 

Mr. ParmMan. Just one more question, Mr. Chairman, if you please. 

Mr. McDonovueu. Mr. Chairman, Mr. Patman has exceeded his 
time. 

Mr. Parman. Well, they have all exceeded their time. If you 
want to confine it to me, it is all right. 

Mr. Kitsurn. I did not exceed my time. 

The Cuarrman. I am not holding a stopwatch. I expect the 
members to adhere to the rule. 

Mr. Parman. Just one more question. 

This April 1955 bulletin of the Small Business Administration, on 
small marketers aids; is that one of your latest publications? 

Mr. Barngss. Yes, sir. 

Mr. Parman. I notice that it represents to the small-business man 
as follows: 


The very fact that the big organizations have to stay with the averages gives the 
small-business man his opportunity. He can be unique, offering people something 
they won’d find elsewhere. 
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Does that mean you want him to sell No. 14 shoes, steel traps, and 
long underwear, and things like that, Mr. Barnes? 

Mr. Barnes. That points out, the opinion of that particular expert 
from private industry that prepared that memorandum, various ways 
small business have been successful and have competed successfully 
against large businesses, by operating custom services and giving 
unusual services that the large firms by their very nature, having to 
use large-scale production methods, cannot do. 

Mr. Parman. But you wouldn’t make a loan to a fellow handling 
stuff like that; would you? 

Mr. Barngs. Mr. Patman, we have made loans to a man who made 
nothing but orthopedic shoes and crutches. 

Mr. Parman. Yes; I agree that you should, and that it would be 
a fine loan. I will yield, Mr. Chairman. 

The CuarrMan. I am not going to hold a stopwatch on any of the 
members, but I hope the members will adhere to the 5-minute rule. 

Mr. Patman. I took 6% minutes, Mr. Chairman. 

Mr. Barnes. Mr. Chairman, there were a couple of things that were 
left open in that series of questions on which I would like to comment. 
In discussing our administrative costs, the $5% million, certainly I 
don’t believe this committee would wish to apply those solely to our 
cost of making loans. 

We, after all, are obligated to administer and enforce the law that 
Congress enacted, and in my opening statement I told you all of the 
other types of programs, to all of which the salaries and expenses apply, 
out of that same administrative fund. If we made only direct loans, 
if we were just to compete with banks, and to try to make a loan on 
everyone that came in to us, without counseling to find out if they ac- 
tually needed financial help, it wouldn’t take that much administrative 
expense, but Congress has indicated that we are to make certain that 
the loans are not available from private sources. 

I have here a comparison of our lending policies with the Recon- 
struction Finance Corporation lending policies. 

Mr. McDonoveu. Mr. Chairman, I would like to ask a question. 

The Cuarrman. Mr. McDonough. 

Mr. McDonovuau. Mr. Barnes, as I understand the purposes of the 
Small Business Administration—correct me if I am wrong—it is that 
you loan the least amount of money possible where local financing is 
available, and that you loan the maximum amount the law will allow 
where local financing is not available and the industry is essential to 
national defense and essential to the economy; is that correct? 

Mr. Barnes. Yes, sir, that is a fairly accurate statement. If they 
are eligible under the law, and our loan policy statement, we make the 
loans, but if we can see from the financial statements they file with us 
that the money is available from other sources—if he has money on 
deposit or something like that—— 

Mr. McDonovau. Yes. In other words, you try to provide what 
local financing cannot provide for that type of business? 

Mr. Barnes. Yes, sir. 

Mr. McDonoveu. And you loan the maximum amount the law 
allows under those circumstances, providing his industry and financial 
statement qualify, and you loan the least amount where local financing 
is there. 

In other words, you are not competing with local finance at all? 
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Mr. Barnes. That is right. 

Mr. McDonoveu. In addition to that, you are counseling the unin- 
formed, and in some cases probably not too well educated, business- 
man, who needs this kind of counseling, to know how to find financing, 
how to manage his business, how to market his product and even how 
to produce his product; is that right? 

Mr. Barnes. That is right. 

Mr. McDonoveu. So that the services of your staff, nationwide, 
then, are not confined to interviewing people concerning loans in every 
instance? 

Mr. Barnzgs. That is right. 

Mr. McDonovucu. How many people do you have employed on your 
staff throughout the Nation? 

Mr. Barnes. We have 741, and as indicated, our appropriation 
was some $5% million. Reconstruction Finance Corporation, as best 
I can find out, had some 1,800 people devoted to working on small- 
business loans in that period, and their overall appropriation for 
expenses at the time was some $15 million. 

Mr. McDonovau. I notice here in your report to the Congress, 
third annual report, in reading your disaster loans, the exceptionally 
large number of disaster loans in the State of Connecticut, in the 
State of Maine, in the State of Maryland, in the State of Massachu- 
setts, and in North Carolina especially, some more than 200 in Rhode 
Island, some more than 300, and in Texas about 90. 

And the amounts vary from $150 up to $15,000 and $20,000. Some 
of the identifications of the loans indicate that they were to individual 
people and others to manufacturing firms. 

Mr. Barngs. Yes. 

Mr. McDonoveu. That takes a lot of detail, I imagine, to get one 
ne those loans through. It takes a lot of your staff’s time to do those 
things? 

Mr. Barnes. Yes, sir; it does. Because we are different from 
private lending institutions, in that a bank usually has a credit record 
of its customer, they have his financial background, they know pretty 
well what his capabilities are. 

Mr. McDonoveu. Why should these States that I have mentioned 
have received so many disaster loans? 

Mr. Barnes. The hurricanes that hit last fall, along the eastern 
seaboard, wiped out many businesses and many homes—in fact, 
seriously damaged entire communities. And in Texas and the South- 
west, there were cyclones, tornadoes. 

Mr. McDonovuenr. You don’t make disaster loans on agricultural 
commodities? 

Mr. Barnes. No, sir; our disaster loans have been limited, just as 
the RFC’s were, to the type of disaster where there is an impact, 
like a flood, tornado, hurricane, where you can tell that the loss was 
attributable to that type of disaster. 

Mr. McDonovau. Tell the committee, what has been your rela- 
tionship with the local investment houses, finance houses in the 
areas in which you operate? Do you find it about the same in all 
or do you find it different in some areas than in others? 

Mr. Barnes. Do you mean with the banks, sir? 

Mr. McDonovau. Yes, sir. 

Mr. Barnes. Well, we think that across the country our relations 
with the banks have been improving, as is testified to by the fact 
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that 66 percent of our loans are made with banks. However, in 
certain areas of the country there have been accumulations of capital, 
there seem to be more banks and larger funds on deposit, and it may 
be that in the agricultural areas, where the banks are not as large, 
we have had a greater number of applications from some of those 
areas. 

Mr. McDonoveu. Now as to your educational program, you have 
cooperative plans with universities and colleges, along those lines? 

Mr. Barngs. Yes, sir. 

Mr. McDonoveu. Do you have staff men who go to those meetings 
and give lectures on procedures in business and finance? 

Mr. Barngs. No, we try to use experts from private industry, and 
the course itself is under the controi of the college or university in- 
volved. Actually, the Government’s participation, costwise, in that 
program is only nominal. We have several people in our Washington 
off.ce who handle correspondence, and in the field offices, usually the 
regional director and one other man may spend a few hours during 
the course of a month, but the universities and colleges equipped to 
do so actually put on the courses, and our people follow it closely and 
may attend it—in fact, in every case they do, but they come at night, 
and thev do not, generally speaking, teach the course. 

Mr. McDonoven. I think my time has expired, Mr. Barnes. I 
think you have done a pretty good job, and I think you have qualified 
for renewal of the authority of the Administration. I will certainly 
support the bill which comes out of the committee. And except for 
the several amendments which you have mentioned, which I think 
are in order, I think we should continue the Small Business Ad- 
ministration. 

The CHarrMan. Mr. Rains. 

Mr. Rarns. Mr. Barnes, I am going to try to ask you 3 or 4 specific 
questions, and try to get from you 3 or 4 specific answers. 

Mr. Barnes. I will do my best, sir. 

Mr. Rarns. In the first place, you have about 129,000 people who 
made inquiry for loans of one kind or another? 

Mr. Barnes. Not necessarily loans, it might have been in con- 
nection with where to find a Government contract, or any number of 
other things. 

Mr. Rains. Can you give me any idea how many wanted loans? 

Mr. Barnes. The only direct indication would be the applications 
that are filed, and then I would assume that a percentage, perhaps 50 
percent, or more, of these calls or inquiries were about loans. 

Mr. Rarns. Of course every Congressman has his own experiences, 
but I had in my hometown, in the month of December last year, on 
my pad, more than 60 businessmen who wanted loans from the Small 
Business Administration, and only 1 of them got a loan. Is that a 
pretty fair percentage? About 60 requests and 1 grant? 

Mr. Barnes. No, sir; I don’t think that all of the people that made 
inquiry by any manner of means were eligible under our law, or were 
eligible under our loan-policy statement. I think that the only test 
of that is the ones who file the applications. And we have made a 
third, roughly a third, of the loans that were applied for by actual 
formal application. Many others could not have qualified. They 
had not been to their bank, do you see. They would call us to find 
out what their procedures are. 
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Mr. Ratrns. I understand that, but the point that worries me, 
Mr. Barnes, is the fact that you have this money, authorized by the 
Congress, and there is no mistake in my mind that it was authorized 
for the purpose of lending to small-business men, not just to counsel 
and educate them. I think I know what the members had in mind. 
Yet you have left out of it, in spite of all the requests that come to 
us about it, several millions of dollars which have not been disbursed 
or committed. What is the cause? 

Mr. Barnes. Well, in the case of the loans that have been authorized 
and not disbursed, there is always a lag of a period during which the 
papers are prepared. Perhaps they have got to furnish title informa- 
tion. That figure now is down to—lI think there are only 29 percent 
of the loans that have been approved that have not actually had the 
money disbursed. In the case of participation loans, the banks handle 
the closings and we don’t have any particular control over the time. 

In the case of direct loans, we do, and we put most of our energies 
on closing and disbursing. 

Mr. Ratns. Let us see. You have $80 million appropriated; is 
that right? 

Mr. Barngs. Yes, sir. 

Mr. Rains. You come back to the Congress this time with $80 
million appropriated, and I am asking now for the commitments and 
disbursements, not only disbursements. How much is going to be 
left over of that $80 million, which is uncommitted, at the end of this 
month? é 

Mr. Barnes. There is $24 million, approximately, out of the $80 
million. 

Now, you understand that some of that has been paid back in by 
borrowers. 

Mr. Rarns. Yes, I understand that. In other words, what appro- 
priation do you ask for in the budget this vear? 

Mr. Barnes. We have not had our budget hearing, not until after 
these hearings. 

Mr. Rains. Are you going to ask for more money when you have 
not committed what you now have? 

Mr. Barnes. Certainly it will take a larger revolving fund than 
$24 million to accommodate these requests for the next 2 years. 

Mr. Rains. How much more, do you think? 

Mr. Barnes. I don’t have any estimate prepared as yet. I have 
submitted nothing to the budget. 

Mr. Rats. I was quite interested a moment ago in that discussion 
you had about the percentage of cost that the agency is spending for 
the amount of loans put out. 

Let me ask you this question: Any bank in America that had to 
expend the same percentage of cost on overhead on the loans it makes, 
as you have, would go broke, wouldn’t it? 

Mr. Barnes. Well, certainly, a public lending function is more 
expensive than a private lending function because the bank has the 
records of its customers right before it, they do not have to keep the 
number of records, and certainly do not have to conduct the programs 
that we have to to assemble the facts in order to make the loans, with 
knowledge of what we are doing. 

Now, these people are strangers to us, where they are longtime 
customers to the bank. So any public lending function is going to be 
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more expensive than the same type of a loan made by private banks. 
That is why we think Congress was wise when it said that we should 
first explore the possibilities of obtaining the loans from private banks. 

Mr. Rarns. Mr. Barnes, I don’t believe you can find in all the 
Government, whether it is RFC or any other, any agency whose 
administrative expenditures reach as high a percentage for the amount 
of money loaned as you will find in the operation you have just pre- 
sented to us. Do you think you can? 

Mr. Barnes. Well, I am not acquainted with all the other agencies. 
I do know that certain other types of lending, the home loans, for 
instance, are guaranteed loans, and they do not, as I recall, make any 
direct loans. 

- I don’t have figures to compare ours with the Agriculture Depart- 
ment’s loans, but I think that would be the best comparison, whether 
it costs more to make a business loan than it does to make a farm loan 
in the Department of Agriculture. 

Mr. Rats. I have only one other question, Mr. Chairman. The 
thing that disturbs me about this agency is the fact that I have so 
many requests for loans from small-business men, to which I refer, 
and you talk about the applications which they, themselves, make up 
and present to you, and the attitude to me seems to be to avoid 
making the loan instead of making it. Is that correct, or not? 

Mr. Barnes. I believe it is not correct, sir. We endeavor to, of 
course, find the ones that are eligible under law, and under the loan 
policy, and then to assist them in any way possible in getting their 
records in shape so that a judgment can be made in favor of the loan. 

I don’t believe that any of our people have the idea that they are 
to turn down loans. They are there to make the loans that are 
eligible under the law and the loan policy. 

Mr. Rains. Well, then, the law should be amended so that more 
people would become eligible. You don’t mean to say that all these 
people who have failed to get loans are bad business risks, do you? 

Mr. Barnes. No; 1 say that some of them have applied who are 
strictly ineligible. 

Mr. Rains. I know some of them, but what about the others? 

Mr. Barnes. Others have applied for loans where there is a clear 
indication of their inability to repay the loan. Others have applied 
who do not have any type of collateral that would adequately secure 
the loan. In those cases we turn them down. 

Mr. Rarns. Is it your statement to me, then, that you have made 
all of the loans that were reasonable and good loans, applied for? Is 
that your judgment? 

Mr. Barngs. Mr. Rains, that is my job, and I have tried as hard as 
I could to find those cases where there was adequate collateral, and 
where there was reasonable assurance of ability to repay the loan, and 
have worked, sometimes with the same applicant, for months, to find 
a way to make a proper loan under our law. 

Mr. Rarns. Do you understand that you are supposed to put the 
same measurement to a loan that a banker would? 

Mr. Barnzs. No, sir; there is certainly a difference between banks. 
The banks are living under the regulations of the FDIC, or local State 
laws, and they have limitations imposed by their own board of direc- 
tors, frequently, which makes it possible for us to make some loans 
that they cannot make, and in many cases it is the size of the loan— 

63136—55——4 











46 EXTENSION OF SMALL BUSINESS ACT OF 1953 





Mr. Ratns. And the time limit? 

Mr. Barnes. Yes, sir. 

Mr. Rarns. I have taken up my time, Mr. Chairman. 

The Cuarrman. Mr. Betts. 

Mr. Berts. Mr. Barnes, when these applications are made, of 
course before you can make the loan you must have assurance from 
the applicant that he has tried to get a loan from some private lending 
agency; isn’t that correct? 

Mr. Barnes. That is correct. 

Mr. Berts. So many of the applications that are sent in to your 
office, I suspect, are sent there before applicant has made an attempt 
to secure private loans? 

Mr. Barngs. Yes, sir. 

Mr. Berts. And probably that is the reason why you have so 
many more applications than actual loans made, isn’t that true? 

Mr. Barnes. That certainly is part of the reason. Many of these 
people who phoned us were merely phoning to find out where the 
office was, or to find out what our loan policy was, and we responded 
by sending them copies of the pamphlets that describe the activities 
of our administration. 

That total figure that I gave, of 129,000, is not to be construed at 
all as all applicants. Many people were just seeking information. 

Mr. Berts. To carry that a little further, if you loaned only to 
borrowers or applicants who have applied for and been refused the 
private loans, certainly the loans you make are not triple A risks, 
are they? 

Mr. Barngs. That is right. 

Mr. Berrts. Now, to clear up some of the statistics here, you said 
there were 16 delinquents, I think, out of 770 loans; is that correct? 

Mr. Barnes. That is correct. 

Mr. Berts. How does that number of 770 loans fit in with the sta- 
tistics at the top of page 2 of your statement? I don’t see where the 
770 would appear. 

Mr. Barnes. The seven-hundred-and-seventy-odd loans were the 
ones which have been disbursed, where the borrowers are already re- 
paying the loans. The ones that have been authorized and not closed 
are not included in that figure because the repayment has not yet 
started. 

Mr. Berts. So the figure of 1,424 which you give is of loans ap- 
proved but not necessarily disbursed; is that correct? 

Mr. Barnes. That is right. 

Mr. Berts. 770 are the completed loans? 

Mr. Barnes. That is right. 

Mr. Berrs. And you said 2 foreclosures, 1 bankruptcy, and 1 
receivership? 

Mr. Barnes. That is right. 

Mr. Berts. I think you are doing a good job, Mr. Barnes. 

That is all. 

The Cuarrman. Mr. Multer. 

Mr. Mutrer. Mr. Barnes, can you contact the various regional 
offices to find out for us, by tomorrow, precisely how many names and 
addresses they have available of the person who made inquiries of those 
offices? 

Mr. Barnes. Yes, sir; I can make inquiry from the offices, sir. 
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Mr. Mutter. Will you try to get that information for us? 

Mr. Barnes. Yes, sir. 

Mr. Mutrer. As I understood the testimony that was presented 
on behalf of your administration to the House Small Business Com- 
mittee, you destroy, at the end of 3 months, all reference to inquiries, 
whether by telephone or by letter. I understood you to say some- 
thing to the contrary this morning. Will you straighten that out, 
please? 

Do you keep all the letters and just destroy the memoranda with 
reference to telephone inquiries, or are they all destroyed at the end 
of 90 days if they do not result in filing of an application? 

Mr. Barnes. Yes, sir; my recollection is that we have this inquiry 
form of which we produced copies for your subcommittee, sir, and where 
reference to that letter was also made on that form—it is only the 
inquiry forms that are destroyed. I don’t think the letters generally 
are destroyed. 

Mr. Mutter. So that we could go back to the letters. We may 
not be able to follow up any telephone inquiries, but those that re- 
sulted in letters coming to your office or district offices, we could follow 
them up because the letters are still available? 

Mr. Barngs. Yes, sir. 

Mr. Mutrer. You referred to the fact that your agency has 741 
employees. Does that include just the full-time employees, or does 
that also include experts and consultants and others on a fee basis? 

Mr. Barngs. That is all employees. It doesn’t include 

Mr. Mutter. Will you give us, please, the total number of con- 
sultants, experts, lawyers, accountants, and any others who are em- 
gag ag total number employed by your Administration on a fee 

asis who are not included within this 741? If you don’t have it 
available at the moment, supply it to us later. 

Mr. Barnzs. I am afraid I will have to supply it to you later. 
However, I would like to make this explanation, that in this disaster- 
loan program particularly, that extended all up and down the east 
coast, we employed disaster attorneys on a fee bases in order that we 
would have a representative on the site to close the loan, and other 
than that type of employee my recollection is we maybe have just 
one consultant who is on our payroll. These other men are paid 
only for the hours they work. We have appealed to them on civic 
and patriotic basis, and their contracts for that type of work are at 
$5 an hour, which we certainly regard as reasonable, and as consider- 
ably under the rates that they would normally charge. They are 

roviding a service to their fellow citizens who have experienced 
osses in these disasters, and their fees generally are very reasonable. 

(The information requested above is as follows—exhibit A—also 
accompanying letter from Small Business Administration: 

SMALL Business ADMINISTRATION, 


OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., June 17, 1956. 








Hon. Brent SPENCE, 
Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D. C. 
Dear Mr. Spence: In response to the request of your committee made at the 
hearings held on May 18 and 20, 1955, for certain additional information pertain- 


ing to this agency, I submit the attached exhibits A through L for insertion in 
the record (R.) of the hearings. 
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Exhibit A is a statement of the total number of experts, consultants, and fee 
counsel (for both the business and disaster loan programs) who have performed 
services for the SBA since the enactment of the Small Business Act of 1953, and 
the number of experts, consultants, and fee counsel (for both the business and 
oe be programs) who were performing services for us as of May 18, 1955 

+» p. 54). 

Exhibit B is a copy of a letter from the Attorney General of the United States 
pertaining to services performed by private counsel under contract with the SBA 
indicating that the Department of Justice could not provide services rendered by 
such counsel, under our present arrangement, except at much greater cost to the 
Government (R., p. 56). 

Exhibit C is a comparison of the number of RFC and SBA personnel engaged in 
their respective financial assistance programs (R., p. 57). 

Exhibit D is a statement of SBA publications printed in fiscal year 1955 to date 
showing the type of publication, distribution, the cost of printing and the income 
from sales by the Government Printing Office. I have submitted with this ex- 
hibit for the use of the committee a list of the publications and the copy of each 
type of publication (R., p. 70). 

Exhibit E is a breakdown of the classification of SBA employees by type in 
our regional and branch offices. Exhibit E-1 shows by organization unit the 
number of full-time personnel in our Washington office (R., p. 77). 

Exhibit F is a statement of business loan delinquencies (for direct loans only) 
as of April 30, 1955, together with anticipated percentage of loss on such loans 
(R., p. 82). 

Exhibit G is a statement of the sliding scale of participation charges for a loan 
in which SBA is obligated to purchase either an immediate or deferred participa- 
tion (R., p. 100). 

Exhibit H is a statement as of April 30, 1955, showing the maturity groupings 
of SBA loans (both direct and participation) (R., p. 102). 

Exhibit I is a statement of the number of loan applications (both direct and 
participation) pending as of July 1, 1954; the number of such applications 
received subsequent to that date up to and including April 30, 1955; the action 
taken on such applications and the applications pending as of April 30, 1955. 
Exhibit I-1 is a statement, by States, of the direct business loans approved for 
the period July 1, 1954, through April 30, 1955, and indicates the status of such 
loans. Exhibit 1-2 indicates the number of business loans approved during the 
period from July 1, 1954, through April 30, 1955, and the number thereof which 
have been canceled in full or disbursed (R., pp. 109 and 113). 

Exhibit J is a statement showing the prior experience of SBA employees by indi- 
cating those employees with RFC or other Government agency experience and 
those employees drawn from private industry (R., p. 116). 

Exhibit K is a statement of the status of our revolving fund cash as of April 
30, 1955 (R., pp. 124 and 126). 

Exhibit L is a letter dated June 4, 1955, from Assistant Secretary of Defense, 
T. P. Pike, indicating the number and value of Air Force research and development 
contracts for the calendar year 1954 (R., p. 107). Mr. Pike advises in his letter 
that this information has not been compiled for Army and Navy research and 
development contracts. 

It will be noted that exhibits F, H, I-1, and K are prepared as of April 30, 1955, 
rather than as of April 25 as requested by the committee. The sources of informa- 
tion for these exhibits are the accounting and other records maintained on a 
centralized basis in the Washington office, which records are operated on a cal- 
endar-month basis. It would not be practicable, therefore, to attempt to re- 
construct comparable data as of a day other than a month end. On the other 
hand, the tabulation on inquiries and interviews transmitted to your committee 
with my letter of May 17, 1955, was taken from reports from field offices, which 
reports are compiled and submitted to Washington under instructions providing 
for a cutoff date as of the 25th of each reporting month. 

I was also requested to submit, not for the record, but for the committee’s 
use, information on our administrative management courses conducted in coopera- 
tion with various colleges and universities. Attached hereto as exhibit M is a 
statement showing by educational institution the number of registrants for each 
course and the attendance at such courses. 

I was also requested to submit for the committee’s use information concerning 
inquiries received in our regional office for the period July 1, 1954, through May 
20, 1955, in connection with financial assistance matters (R., p. 91). A record of 
such inquiries as maintained by the field office to March 1, 1955, was furnished 
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to Subcommittee No. 2 of the House Select Committee on Small Business, with 
the exception of inquiries received in New York, Richmond, and Chicago regional 
offices. It is my understanding that Subcommittee No. 2 will make available to 
your committee the inquiry records previously furnished to it. Supplementing 
that information I attach hereto a summary of inquiries as maintained by the 
field offices received in our New York, Richmond, and Chicago regional offices 
for the period July 1, 1954, to May 20, 1955, and in addition a summary of in- 
quiries received in our other regional offices from March 1, 1955, to May 20, 1955. 

I believe the attached exhibits and other material completes the record and 
otherwise complies witn the committee’s request for information. 

Sincerely yours, 
WENDELL B. Barnes, Administrator. 


Exuisit A 
SMALL Business ADMINISTRATION EXPERTS, CONSULTANTS, AND Fre CouNsEL 


I. Number of experts and consultants and number of fee counsel (for both the 
business and disaster loan programs) who have performed services for the Small 
Business Administration since enactment of the Small Business Act of 1953: 

A. Experts and consultants 

B. Business loan fee counsel for whom invoices have been paid or 
notice received from regional directors of services ordered 270 

C. Disaster loan fee counsel for whom invoices have been paid or 
notice received from regional directors of services ordered 3 89 

II. Number of experts and consultants and number of fee counsel (for both the 
business and disaster loan programs) performing services for the Small Business 
Administration on May 18, 1955: 

A. Experts and consultants 1 

B. Fee counsel performing part-time legal work on an hourly basis in 
connection with business loan activities 

C. Disaster loan fee counsel in areas where there are no regional or 
branch offices 


1 Includes 1 paid consultant under II-A. 

2 Includes 19 fee counsel under II-B. 

3 Includes 46 fee counsel under II-C. 

4 2 fee counsel are available in those regions where the volume of work has not justified employment of a 
staff attorney in order that SBA may be represented by counsel without conflict of interest with borrowers’ 
or banks’ counsel. 1 staff attorney is employed in each of 9 regional offices. 

5 Disaster loan fee counsel are retained to perform on-the-spot legal services in connection with a particular 
disaster. The disaster declaration limits to 6 months from date of the declaration the time within which 
applications for disaster loans will be accepted. The services of these attorneys is thus not continuing and is 
limited to a single disaster. 


Mr. Mutter. I can understand where at the beginning of your 
agency, in setting it up and getting it underway, it would be absurd 
to hire a lawyer, whatever the usual compensation would be in that 
particular region, full time until you had something for him to do. 
Under those circumstances, you were justified in hiring people on a 
fee basis. But I think you ought to know now precisely what the 
situation is. If you have discontinued using fee men, in a region, 
give us that. I don’t want you to give me a statement that is going 
to put your agency in an unfair light, but we do want the facts. If 
you think it is going to make the picture clearer, and do justice to 
your agency by reporting the employees by programs, so much the 
better, but I think we want the complete story, and certainly 741 
employees is not the complete story. We would like to know how 
many people have been employed in the agency previously on a fee 
basis, and how many are employed today on a fee basis, as well as the 
other data. 

Mr. Barngs. Yes, sir. We have a letter from the Attorney 
General on this subject discussing costs, and whether the Department 
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of Justice could handle these closings. I would like to file that along 
with this statement you request. 


The CHarrMan. Without objection, that may be included in the 
record. 


(The data referred to above appears as exhibit B, which follows:) 


Exursit B 


DEPARTMENT OF JUSTICE, 
AssIsTANT ATTORNEY GENERAL, 
Washington, D. C., April 19, 1958. 
Hon. WENDELL B. BARNEs, 
Administrator, Small Business Administration, 
Washington, D. C. 


My Dear Mr. Barnes: The Attorney General has requested me to reply to 
and take appropriate action concerning your letter of April 6, 1955, requesting 
him to certify, pursuant to section 365 of the Revised Statutes, that certain ser- 
vices performed by private counsel under contract with the Small Business 
Administration in connection with the making of loans were actually rendered 
and that because of the lack of available personnel, the same could not be per- 
formed by the Attorney General or other officers of the Department. Your letter 
states that the request is made because the General Accounting Office has in- 
formed you that this certification should be obtained prior to the authorization of 
payment by the Comptroller General. 

Section 365 of the Revised Statues (5 U. 8. C. 314) provides that no compensa- 
tion shall be allowed to any person, besides the United States attorneys, for services 
as an attorney or counselor to the United States or any branch of the Government, 
except in cases specially authorized by law, and then only on the certificate of the 
Attorney General that such services were actually rendered, and that they could 
not be performed by the Attorney General or other officers of his Department. 

After careful examination of this statute it is my considered opinion that it has 
no application to the services performed by fee counsel for the Small Business 
Administration under the supervision and control of the Administrator by virtue 
of his powers and authority under the Small Business Act of 1953. Therefore, it 
would be improper for the Attorney General to make the certification which you 
request. 

Aside from the legal question, however, I think that you will be interested to 
learn that the Department has determined informally that it could not in fact 
provide the services which are rendered by fee counsel for the Small Business 
Administration at a cost to the Government comparable to that which obtains 
under the present arrangement. For this Department to undertake these ser- 
vices additional personnel would be required at a much greater cost. 

I return herewith schedule A, and the Administrator’s statement pertaining 
thereto, submitted with your letter. 

Sincerely yours, 
J. Lee RANKIN, 
Assistant Attorney General, Office of Legal Counsel. 


Mr. Mutter. You referred to the fact that RFC had 1,500 em- 
ployees devoted to small-business loans. Do you know how much 
money RFC loaned to small business? 

Mr. Barnss. I believe I said 1,800, and, sir, it was a most rough 
estimate. There is no way to tell that I have found in checking with 
RFC as to exactly how many they had working on small-business 
loans. They had a total of over 3,000 employees, and many of them 
were working on large rubber and tin programs, and I just made an 
estimate that prbably 1,500 to 1,800 were employed on small loans. 
It might be possible to get you statistical information on how many 
of the RFC loans were small loans. 

Mr. Mutter. I don’t think it is fair to have the record show the 
comparison of 741 employees against 1,500 or 1,800 employees unless 
the record also shows the total amount of small loans made by both 
agencies, both small loans and larger loans. And I think the informa- 
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tion should be supplied at this point in the record to complete the 
picture. Whether the comparison is good or bad, I don’t know, but 
I think those figures should be assembled and put in the record at this 
point. 

Mr. Barnes. Very well. 

Mr. Mutter. That is all for the present. There will be other 
questions I want to ask later. 

Mr. Wotcorr. Will you yield? 

Mr. Mutter. I yield. 

Mr. Wo corr. I think the criteria with respect to RFC small- 
business loans were quite different to these criteria. I wonder if you 
wouldn’t want to go into that discussion, Mr. Barnes, so that we may 
evaluate the difference? 

Mr. Mutrer. I have no objection to it being done. I think it 
might be helpful, if Mr. Barnes wants to do so. 

Mr. Barnes. I have with me a comparison of the RFC and Small 
Business Administration lending programs, which I would like to 
introduce into the record at this point. 

Mr. Parman. May I see it? 

Mr. Barnes. Mr. Engles, Deputy Administrator in charge of the 
loan program, spent some 19 or 20 years as an employee of the RFC. 
It might be that the committee would prefer to question him on this 
particular point since I was not in Government when the RFC 
was active. 

Mr. Parman. [| have no objection to this being introduced. 

The CHarrMan. If the witness desires to introduce this matter in 
the record, it may be done. 

(The material referred to is as follows:) 


ExuHisit C 
COMPARISON OF RFC anp SBA EMPLOYMENT 


Any comparison of the average employment and expenses for personnel services 
of the Reconstruction Finance Corporation and the Small Business Administra- 
tion must be made in light of the following factors: 

1. The RFC was established in 1935 and by 1949 was administering a large 
number of disbursed loans. This type of work may successfully be performed 
by lower echelon personnel as contrasted with the personnel required to process 
applications for loans and to close loans. For example, in 1949 the RFC received 
approximately 3 business loan applications per employee in its lending programs, 
while SBA received almost 10 applications per employee. 

2. RFC had a more varied lending authority; loans were made to railroads, 
banks, municipalities, ete. 

3. Two general salary increases in the period 1949-55 have added an estimated 
$750 to the average annual salary of each employee. 

It is not possible to determine the exact number of loan examiners included in 
the RFC average employment figures, but probably about half or approximately 
1,300 were loan examiners. Of the 385 SBA employees performing services in 
connection with the financial assistance program about 175 are financial specialists. 


Loan personnel, RFC fiscal year 1949, SBA year ending Apr. 30, 1955 





l 
| 
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Average em- saan 
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ployment | services 





2, 698 $12, 499, 070 
385 2, 378, 781 
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Mr. Mutter. That is all at this time, Mr. Chairman. 

The Cuarrman. Mr. McVey. 

Mr. McVey. Mr. Barnes, when you get this far down the line some 
of the questions which I had in mind have already been asked and 
answered, but there are 1 or 2 matters I should like to mention. 

First, I have reference to whether or not your organization is self- 
supporting, in consideration of the fact that you do charge interest 
on your loans. Is the organization self-supporting? 

Mr. Barnezs. It is not self-supporting, Mr. McVey, because as I 
indicated it is a service organization, in which there are many other 
activities carried on besides that of making loans, and only the direct 
loans carry an interest rate on direct loans plus the bank charges 
that are made on the participation loans, that would suffice to offset 
the expenses of lending. 

We have given some study to that, and in order to have an income 
from our loans to make the agency self-supporting it would be neces- 
sary to raise the interest rates to some 8 or 9 percent, and have a 
considerably greater volume of loans outstanding and on our books. 

The indications have been that the interest rates are in accord 
with general needs and abilities to repay, and that it would be a 
disservice to small business to raise them to 8 or 9 percent for that 
purpose. There hasn’t been any indication, from Congress, that we 
should do that. 

Mr. McVey. Do you have need for the larger volume of loans 
which you mentioned? 

Mr. Barnes. Well, anyone who applies for a loan, that is eligible, 
their application is acted upon, and I think what we are supposed to do 
is to see that adequate credit needs of the average small-business 
community are met. If there is a demand, I believe the volume will 
increase. I don’t believe we should try to stimulate that artificially. 
If there is a need for it, I think they will come in and we will be able to 
act on their applications. 

Mr. McVey. I want to ask one more question about the university 
courses. You have established those courses in 38 universities. 
When you speak of 54 courses, do you mean 54 different courses? 

Mr. Barnss. Fifty-four different courses. Some universities had 
repeated the course twice in this school year, or may be running the 
courses for manufacturers, and another course for retailers, and 
marketers. 

Mr. McVey. Are those courses conducted without cost to your 
organization? 

Mr. Barnes. The only cost to our organization is the salaries of 
the small group, 2 or 3 people, in the Washington office, dealing 
with the program, some printing expenses, and a few hours a month in 
each of the regional offices by people working on the courses there. 
The courses are paid for by fees charged by the universities to business- 
men taking the course. 

Mr. McVey. That seems to me to be a very important element in 
your work, and I should like to see it extended. Of course, 38 uni- 
versities do not cover a large portion of the country. 

Mr. Barnes. We expect that number to be doubled in the year 
that is coming up, the school year coming up, on the basis of indications 
we have had. I would be willing to introduce into the record a list of 
the colleges and universities that offered the course this year, if I 
have that permission. 
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The CHarRMAN. Without objection, that may be done. 
(The list referred to is as follows:) 


Exuisit M 


Administrative management courses cosponsored by the Small Business 
Administration 





Number of | 
registrants | 
} 


Average 
attendance 
per session 


State Educational institutions 








Arizona Arizona State College__- ._- : a al 49 | 
Arkansas Harding College. 
California.-.....--- The University of California at Los sno sles: 
Mar. 13, 1955 to May 13, 1955 * 
Mar. 14, 1955 to May 13, 1955 
Mar. 15, 1955 to May 13, 1955 
Mar. 16, 1955 to May 13, 1955 
Mar. 17, 1955 to May 13, 1955 
University of San Francisco 
Colorado The University of Denver 
Connecticut ‘ The University of Connecticut (Hartford) 
District of Columbia___| The American U niversity 
Illinois Loyola University: 
Feb. 1, 1955 to Mar. 29, 1955 
Apr. 5, 1955 to June 7, 1955 
ee een ..| The Municipal U niversity of Wichita 
Maryland______..______| The University of Baltimore -- 
Massachusetts --_-___-- Boston University: 
Jan. 10, 1955 to Mar. 14, 1955_- 
Mar. 21, 1955 to May 23, 1955 
Clark University ___- 
Minnesota The University ‘of Minnesota 
Missouri The University of Kansas City. 
New Jersey --- Rutgers University (Newark) 
New Mexico__- : The University of New Mexico- -- 
New York_----- ___.| Adelphi College 
The University of Buffalo. 
Fordham University - 
| Hofstra College - - 
New York U niversity _- 
Syracuse University -- 
North Carolina. _____- Wilmington College 
Ohio we _...| Western Reserve University - - - 
Oklahoma. - : ; The University of Oklahoma: 
(Norman) Oct. 27, 1954, to Oct. 28, 1954 
(Clinton) Mar. 28, 1955, to Apr. 25, 1955 
(Dunean) Apr. 5, 1955, to May 3, 1955 
(Ardmore) Apr. 18, 1955, to May 16, 1955 
Oregon _ _- - .....| The University of Oregon (Portland) 
Pennsylvania__.._____.___| The University of Seranton_. 
Temple University: 
Nov. 23, 1954 to Feb. 8, 1955 
Mar. 23, 1955 to June 1, 1955 
Rhode Island-- ; Brown University 
South Carolina_..._.._.| Edmonds High School (Sumter) 
| University of South Carolina 
Texas................_..| Retail Institute of Dallas 
| Fort Worth Retail Institute 
Virginia. __- ....| Richmond Public Schools: 
Nov. 3, 1954, to Dec. 15, 1954 
Feb. 1, 1955, to Mar. 22, 1955___ _- 
Feb. 2, 1955, to Mar. 23, 1955__- 
The University of Richmond: 
Mar. 27, 1954, to May 11, 1954 
Oct. 19, 1954, to Dec. 7, 1954__-- 
Mar. 1, 1955, to Apr. 19, 1955__- 
| The Virginia Union University 
Washington | Edison Technical School_--_- 
Wisconsin The University of Wisconsin: 
| Mar. 1, 1954, to Apr. 19, 1954- 
Mar. 4, 1955, to May 9, 1955 . 
Apr. 12, 1955, to May 31, 1955__-.- 














NOTE.-—3 courses for 1954-55 school year not yet started: 
University of Oklahoma City, May 26, 1955, to June 23, 1955. 
Loyola University, June 15, 1955, to Aug. 9, 1955. 
University of Mississippi, July 8, 1955, to July 9, 1955. 
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The CuHarrmMan. Mr. Barrett. 

Mr. Barrett. I wonder if any member of your staff can give us 
the number of loans that were made in Pennsylvania, and more 
particularly, in Philadelphia? 

Mr. Barnes. We do not have it broken down by cities, sir, but 
just by the States. There were 22 direct loans for $616,000, five 
immediate participation loans for $220,000, of which the Small 
Business Administration’s share was $169,000, 27 deferred partici- 
pations for loans, for a total of $1,913,000, of which the Small Business 
Administration’s share was $1,461,000, or a total, for Pennsylvania, 
of 54 loans, in the gross amount of $2,739,000, of which the Small 
Business Administration’s share was $2,246,000. 

Mr. Barrett. Would there be any record there of the number of 
applicants applying? 

Mr. Barnes. No, sir. I beg your pardon, we had 264 applications, 
of which 42 were withdrawn, and we declined 147. There are 21 
pending at the present time. 

Mr. Barrett. What constitutes an application for a loan? 

Mr. Barnes. When the borrower, in the case of a direct loan, files 
an application in our office on one of the forms, and requests us to 
process it. 

We have indicated sometimes, where there was no likelihood of an 
application being successfully passed upon—in a case, for instance, 
where there was inadequate security, or something of that nature— 
that it would very likely not be approved. However, any time 
anyone has insisted on filing an application, and having us act on it, 
we have passed on the application clear on through to Washington. 

Mr. Barrett. That is all, Mr. Chairman. 

The CHarRMAN. The committee will recess to meet tomorrow morn- 
ing at 10 o’clock, if that is agreeable to you, Mr. Barnes. 

Mr. BaRNss. Yes, sir. 

The CuarrMan. Very well, we will adjourn at this time. 

(Whereupon, at 12:07 p. m. Wednesday, May 18, 1955, the com- 
mittee adjourned to Thursday. May 19, 1955, at 10 a. m.) 
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FRIDAY, MAY 20, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Chairman Spence, and Messrs. Brown, Patman, O’Hara, 
Mrs. Buchanan, Mrs. Sullivan, Mrs. Griffiths, Wolcott, Talle, Kilburn, 
Widnall, Betts, and Bass. 

The CHatRMAN. The committee will be in order. 

Mr. Barnes has returned this morning. 

Mr. Barnes, I wonder what is the procedure when an application for 
a loan ismade? Do you send your experts to look over the property? 


STATEMENT OF WENDELL B. BARNES, ADMINISTRATOR, SMALL 
BUSINESS ADMINISTRATION 


Mr. Barngss. Yes, sir. 

The CHarrMaANn. What do they do? Do they report to you and to 
the owners as to whether or not the method of administering the affairs 
of his plant is a good one? Do they give a report to him as to whether 
or not he is operating his plant in the proper fashion? 

Mr. Barnes. Sir, there are more than one kind of loans. In the 
bank participation loans, it is the bank that makes the application, 
and frequently—in almost every case—furnishes the appraisal of the 
property. In that type of loan our employees usually do nothing 
more than to view the property to be sure that the equipment is 
there, and that they are in general agreement with the bank. 

The examination by our financial specialists of deferred participa- 
tion loans is limited to the statements including the financial state- 
ments and the operating records, which the individual himself files, 
because the bank, which has applied for the loan, recommends it at 
the time they make the application. 

In the case of direct loans, the borrower, of course, comes directly 
to our office and fills out the application and files it there. In those 
cases our employees do verify all of the financial data themselves, 
through a personal visit at the man’s plant, unless he has had his 
financial papers prepared by a C. P. A., which gives us assurance of 
their. correctness. 

Where it is the type of loan in which we need information from an 
engineer or industrial specialist, we assign a man from our office to 
actually examine the type of manufacturing process and make a report 
on it. That is up to the discretion of the regional director. It isn’t 
necessary in every case. 
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Where he believes it is necessary, however, he requires it. 

In that type of case, an appraisal would have to be furnished by 
some disinterested third party. It may be a bank or an appraisal 
firm which sets a value on the property. And in many cases where 
we have in the particular office a person who is qualified to make the 
appraisal, we will make it ourselves. In those cases, of course—— 

The CuarrmMan. What I want to know is, Do your experts, when an 
application for a loan is made by an individual, not only make a report 
on the appraisal of the property but on the methods that are pursued 
by those who have charge of the industry, and whether or not those 
methods are the proper methods? 

In other words, do they inform him as to what he should do in his 
own plant? Is that true? Do you do that? 

Mr. Barnes. We do not inform him each time of changes that we 
think he should make in his methods of operation, but there is a report 
on that which is made to us, so we are capable of judging, with a fair 
degree of accuracy—lI think a rather good degree of accuracy—of his 
capability as a manager of the business. 

There is always a report among the loan papers. 

Where all he has asked for is a loan, we either decline the loan or 
approve it. If we decline it, and he asks why, then we would go into 
the matter of the operation of his plant, or the business judgments 
that he has made. We wouldn’t make a written report, or a formal 
report to him. It would just be a verbal discussion with him in our 
regional office. 

If we approve the loan and feel that there should be a change made 
in his operations, that change may be added as a requirement to the 
loan. By that I mean this: If the owner of the business has been 
withdrawing more for himself than is justified under the conditions 
of his particular business—considering the amount of earnings, and 
the debt repayment that he is obligated for—we may ask him to limit 
his withdrawals to a certain amount. 

In other words, we fix his salary. But other than that, where 
application is made for a loan, we do not tell the applicants how they 
should reorganize their business, or what they should do differently at 
the time we decline the loan, or pass on it. 

The CuHartrMan. Have your experts had practical experience in 
operation of various industries? 

Mr. Barnes. Yes, sir; most of them—well, in fact, to qualify as an 
industrial expert under the Government’s requirements for that 
position, he must have had a number of years’ experience actually in 
industrial activity, and, likewise, in financial matters, there is a 
requirement that ‘the applic ant have had a certain period of financial 
experience before he can qualify under the Government’s standards. 
Most of these men are either engineers—if they are industrial ex- 
perts—and have had considerable experience in private industry, 
or in the case of financial men, they may have had experience in 
banking before they came with the Government. 

The Cuarrman. I have often heard your proceedings spoken of as 
to teach the American businessman the know-how. I think that is a 
fine thing, in the undeveloped areas of the world, to teach undeveloped 
people the know-how, but I think it would be a rather difficult thing 
to send somebody out of a bureau in Washington to teach the Ameri- 
can businessman how to run his business, if that was the general 
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purpose of it, and I think the American businessman would resent 
that. 

Mr. Barness. I think he would, too, Mr. Chairman. 

The CHarRMAN. Yes, sir. That is what I want to know. Because 
a man will say ‘‘Well, I have run my business for 35 years, and I have 
gotten along all right, and I wanted a loan, and they sent some fellow 
out of Washington to tell me how to run it,’”’ I know his ire would not 
subside for quite a while. 

Mr. Barnes. That is why we do not, in connection with a loan, if 
all he has asked for is a loan, in effect tell hi » how to run his business. 

If he comes in and asks our opinion, that is a different situation, of 
course. I think that what you have heard that statement in con- 
nection with is some of the management and technical aids that we 
have had prepared on special subjects. We don’t go to Government 
employees, but go to private industry itself and find the best qualified 
man we can find to prepare a pamphlet on that particular subject. 
Then it is made available for the businessman to read. If he gets 
benefit from it, fine; if it doesn’t meet his particular problem, he is 
capable of judging that. 

The CHarrMAN. However well qualified your employee may be, I 
don’t think he is in a position to give the businessman, who has 
operated his business for a long time, advice as to how that business 
should be run. 

Well, we are going to go around on the 5-minute rule. I don’t 
hold a stopwatch, and I am not a policeman, but I will ask members 
to observe the rule as best they can. Mr. O’Hara is next in line for 
questioning. Mr. O’Hara. 

Mr. O’Hara. Thank you, Mr. Chairman. 

Mr. Barnes, I am interested in determing whether the Small Busi- 
ness Administration is continuing the policy of making loans available 
to small business or whether it is pursuing a retreat from the old 
policy, a retreat into the field of education? 

As I understand it. Mr. Barnes, the cost of the operation is some- 
thing over $5 million a year. 

Mr. Barngs. Yes, sir. 

Mr. O'Hara. And you have over 700 employees? 

Mr. Barngs. Yes, sir. 

Mr. O’Hara. How many of the 700 employees are in this educa- 
tional field—preparation of pamphlets, distribution of them, and so 
on? 

Mr. Barnes. Less than 10. 

Mr. O’Hara. I notice here in your statement you mentioned the 
preparation and distribution of over a million copies of one publication. 

Mr. Barnes. Yes, sir. 

Mr. O’Hara. How much money goes into the preparation and 
distribution of literature of that nature? Could you prepare and put 
into the record an estimate as to the cost of this literature? 

Mr. Barnss. Yes, sir. 

(The material referred to is as follows: ) 
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Exuisir D 


SBA publications printed and distributed, fiscal year, 1955 

















Number Total , 
Number Total cost} Income 
Type of publication of copies pen vo J — pany caer] of print- from 
printed free 1 uted ing sales 
1. Management aids_-__--_- 390,000 | 350, 060 None | 350, 060 39, 940 |$6, 210. 23 None 
2. Technical aids__...........-- 54, 000 40, 940 None 40, 940 13, 060 | 1, 243.75 None 
3. Smajl marketers aids__-____- 65, 000 56, 500 None 56, 500 8, 500 | 1, 205.19 None 
4. Management aids annual_- 16, 168 887 6, 953 7, 840 8, 328 | 2,518.72 | $4, 519.45 
5.. Small business management 
Bata sandra ees rin genet -| 402, 464 31,003 | 285,552 | 316, 555 85, 909 |49, 322.60 | 67, 035. 60 
6. Government purchasing 
directory -_--_--- sine 33, 405 3, 000 22, 506 25, 506 7,899 | 4,148.19 | 11, 253.00 
7. Government specifications 
is ees Sone eee ree 17, 744 1, 525 7, 144 8 669 9.075 | 1,024.91 | 1,786.00 
| baad EER SERRE 978,781 | 483,915 | 322,155 | 806,070 | ? 172,711 |65, 763. 50 (384, 504. 05 























1 Items 1, 2, and 3 are designed for free distribution and no copies are sold. The free distribution of items 
4, 5, 6, and 7 isto Members of Congress, congressi »nal committee staffs, SBA field offices, other Government 
— nents, members of SBA’s national council of consultants and advisory boards, and trade pub- 
ications. 

2 Assuming that the balance on hand will be sold and distributed free in the same ratio as heretofore, 
a‘lditional income of $25,866.46 will be realized. This will bring our total excess of income over cost to 
$44,696.91. 

3 Excess of income over printing costs $18,830.45. 


NOTE 


1. These publications are not available elsewhere, either in Government or private industry. 
2. Many ofitems 1, 2, and 3 have been reprinted by private concerns and trade associations and thousands 
of copies distributed at no cost to the SBA. 


P 3. Money realized from the sale of these publications goes into the Treasury and not into SBA’s revolving 
‘und. 


(The publications and lists accompanying exhibit D are filed with 
the committee.) 

Mr. O’Hara. You also mentioned that businessmen are encouraged 
to go to school. 

Mr. Barnss. Yes, sir. 

Mr. O’Hara. Do they come and ask to be sent to school? 

Mr. Barnes. In many cases they have heard of these courses 
which have been given elsewhere and have requested that one be 
given in their own area. 

Mr. O’Hara. Are they told, or is it intimated to them, that they 
have a better chance of getting a loan if they go to a school? 

Mr. Barnes. Under no circumstances, sir. In that particular 
program the cooperation is with local chambers of commerce, the 
school itself, which has had a request for this type of course, and 
the American Bankers Association, which has for many years urged 
that this type of training be made available for the smaller business. 
men to keep them current on business and industrial problems. 

It is not a school in the sense of an ordinary college or schooling 
course. It is a series of lectures by experts in their field. 

Mr. O’Hara. Yes, sir. As I have only 5 minutes, I will appre- 
ciate your cooperation by making your replies as brief as possible. 

Mr. Barngs. Yes, sir. 

Now, it may be that they are invited by the school itself; it may 
be that some of the businessmen heard of it being held elsewhere, 
and so forth. We also ask to be informed by all the schools as to 
the availability of this type of course. 

Mr. O’Hara. The applicants come to you for loans, and not for 
schooling; is that correct? 
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Mr. Barnss. Yes, sir; that is correct. 

Mr. O’Hara. I think you made the statement that many applicants 
were not eligible because of provisions in existing law, and the rules 
of the Policy Board; is that correct? 

Mr. Barnzs. Yes, sir. 

Mr. O’Hara, The Policy Board consists of you, the Secretary of 
Commerce, and the Secretary of the Treasury? 

Mr. Barnzgs. Yes, sir. 

Mr. O’Hara. And is it the policy fixed by this Board which 
determines the eligibility of the applicant? 

Mr. BARNES. Yes, sir. 

Mr. O’Hara. Is it this policy agreed to by you three gentlemen of 
the Board that is responsible for so few of the applicants for loans 
actually receiving loans? 

Mr. Barnes. Well, that is a broad question, sir. I would say that 
it is not so much that they are not eligible, as it is that they do not 
have the credit aspects in connection with their loan. They are 
unable to offer security or they are unable to show earnings that 
wae give reasonable grounds to believe that the loan would be 
repaid. 

Mr. O’Hara. Is it a reasonable assumption that when they come 
to borrow money, and you are in the process of passing upon their 
eligibility, you are likely to be more responsive if they take the advice 
of the American Bankers Association and go back to school? 

Mr. Barnss. No, sir; the two programs have no relationship what- 
ever, I assure you. If a man makes inquiry at our office he usually 
wishes to find out what are the terms of the loan, what type require- 
ments 

Mr. O’Hara. Yes, but, Mr. Barnes, I understood from your testi- 
mony when you were explaining why you are making so few loans, 
that you stated the work is very broad in its scope, and you prepare 
pamphlets for applicants to study and college courses for them to 
take, and you do all that sort of thing, and all that adds up to the 
reason you give why you do act promptly and more frequently on 
these applications for loans. 

Now, doesn’t it all amount to this, that what you are doing is re- 
treating from the old policy followed in the Roosevelt and Truman 
administrations of making financing available to small business? 

Mr. Barness. I think not. I have put in the record, sir, a compari- 
son of our loan policies with those of the Reconstruction Finance 
Corporation, for small business. There is nothing in our policies that 
in any way indicates that we do not wish to make loans; we do not 
want to discourage anyone from obtaining a loan—nothing of that 
sort whatsoever. We try to follow the injunction of Congress to make 
loans that are sound and that will be repaid. Eligibility requirements 
go to the type of business. Those have been gleaned mostly from 
experience of the Reconstruction Finance Corporation. 

Mr. O’Hara. My time is about up. 

Wouldn’t you think, Mr. Barnes, if your Administration really 
wanted to serve small business that the Policy Board should be 
composed of representatives of small business rather than by Cabinet 
members? 

Mr. Barnss. No, sir; I believe that there is an advantage to having 
other Government departments which have similar service responsi- 
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bilities, and fiscal responsibilities, to have a part in the overall 
determination of policy. 

I want to assure you, sir, that our doors are open to people who desire 
to apply for loans, and if we have declined any particular loan we 
inform them that they may reapply, and in many cases they do reapply 
and are able, in a few months, to perhaps cure the defect that we saw 
the first time we looked at the loan, and many of the loans are granted 
on a second application. 

Mr. O’Hara. Mr. Barnes, put yourself in my position: What 
answer would you make to a small-business man in your district if 
he wrote you that he had applied for a loan, and the reply he received 
was to go back to school while the Small Business Administration 
thought things over? 

Well, I have taken my 5 minutes. 

Mr. Barnes. May I answer that question, sir? I believe it was 
stated as a question. 

Of course we do not tell them that. I assure you that at no time has 
anyone been told that he should attend the course before he applies 
for a loan, or anything of that sort. The course itself is put on by the 
university, their men handle the administrative part of the course, 
and we recommend the courses, but it is not in any way connected 
with the lending aspect of our activity. 

Mr. O’Hara. Thank you. 

The CuarrMan. Mrs. Sullivan. 

Mrs. Sutiivan. Mr. Chairman, I would like to ask Mr. Barnes 
just a few questions. 

One is, was your agency created primarily to make loans to small 
business or for counseling or advising them? 

Mr. Barnes. The Small Business Act sets out four different mis- 
sions, and it includes the making of loans, and it sets up the require- 
ment that they must have sought the funds from private sources, or 
the funds sought must not be available among their own resources. 

In order to find that out you must counsel with them. 

The second is to make disaster loans, which we have made all up 
and down the eastern seaboard, and across the country. 

The third is to obtain a fair share of the Government’s contracts 
for supplies and services for small business. 

The fourth is to assist small firms in solving their management and 
production problems. 

So we must be prepared to counsel with them, both on their man- 
agement and production problems, as well as on their financial prob- 
lems, in order to correctly carry out the mission as assigned. 

Mrs. Sutittrvan. How many counselors did you say are in the 
agency, and in all the field offices? 

Mr. Barnes. The counseling function is not carried on separate 
and apart from the loan function on financial matters. It is the same 
individual. It is the same financial specialist that works with the 
applicant in processing his loan application. He will also, at the same 
time, counsel on business and financial problems that may arise dur- 
ing the course of that discussion. 

Likewise, on industrial and production matters, it is the same indi- 
vidual that is there for the specific purpose of providing technical or 
production assistance, and he is available for questioning. It is not 
a separate function, but is carried on as a part of his regular functions. 
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Mrs. Sutiivan. Did you tell Mr. O’Hara that you have 10 counsel- 
ors in all the field offices together? 

Mr. Barngs. No; he asked me how many people we had who were 
preparing these management and technical aids, the various publica- 
tions that we issue, and I said it was less than 10. 

Mrs. SuLtivaN. I understood it to be counselors. 

Mr. Barnes. I would like to file for the record, Mr. Chairman, a 
statement of the functions of our employees, so there would not be 
any misunderstanding about how many we have as financial specialists, 
or how many we have on other matters. 

The CHarrMAN. It may be filed. 

(The information referred to is as follows:) 


Exuipirt E 


Small Business Administration—Full-time employment in field offices as of Apr. 30, 
1955 


NUMBER OF EMPLOYEES 


Regional | | Office | | Produc- Ste 
director | Attor- | manager |Financial| tion or |,” an Fiscal | 

jorbranch; ney | and specialist \industrial|="2P. ey unit 

| Manager | cashier specialist a ed 


| 
Regional and branch offices | Total 


I. BOSTON 


Regional office.........--.-..- 
Hartford, Conn 


Total, region I 
ll. NEW YORK 

Regional office_-------- : 
a | Se | 
Syractel, Pts. a +-+---~-- ite 
Newark, N. J. .--- 

Total, region IT... .-_---} 

Ill. PHILADELPHIA 


Regional office.......------ 
Pittsburgh, Pa----- 





Total, region IIT 
IV. RICHMOND 


Regional office ___-- -- 
Baltimore, Md_--- 
Charleston, W. Va 
Chapa, fe. Wanc.~-....-. 


Total, region IV___-- 
V. ATLANTA 


Regional office ____. 
Memphis, Tenn 
Montgomery, Ala 
Miami, Fla 


Total, region V_. 
VI, CLEVELAND 
Regional office ; 
Detroit, Mich____- 
Louisville, Ky- 


Total, region VI___..----| 


$3136—55——_-- 
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1955—Continued 
a | : mes Wa SS eee ee 
agienal | Office ly é Produc- | steno. at 
wail R . irector | Attor- | manager |Financial| tionor |. :,.| Fiscal 
Regional and branch offices orbranch| ney and specialist lindustrial @taphic | unit | Total 
manager cashier | etnamed 
| gi NLU AR a Ue a 
Vil. CHICAGO | | | 
Regional office...._..._.._...- 1 1 1 | 7 | 8 | | 4 
DO MEnt ccceunsceces 3 Seren sa arab, Bes 1 : tp een 3 
Indianapolis, Ind_._.._--____-- eee err } mee pips ee } PL wy | 3 
Davenport, Iowa_-___......._-- 1 --20|---->-nse2|-<72-->- |---- ---| 1 eae | 2 
— —|—— 
Total, region VIT_____--- 4 1) 1 | 9 | 8| 4] 6] 82 
VIII. MINNEAPOLIS | | | 
| 
Regional office..........._.- an ol: 1 | 7 3 | ~ | 20 
——— SSS Se Sl —————eS———eEEE 
Ix. KANSAS CITY | | 
| | | | | | | 
Regional office } 1 | 1 1 | 17 4 19 : 43 
St. Louis, Mo. .........-- Ra, a 1 | 1 | -| 3 
a 8 SS Set! ee | * 1 a 3 
pe ee ae 1 1 ‘ 1 < 3 
Total, region IX__.......| 1 | 20 | 4 22 | | 2 
——_—SS |_| LSS OS 5s 
X. DALLAS | 
Regional office.._____- 1 1 1 13 6 15 zy. 
Houston, Tex________- 1 1 1 3 
New Orleans, La_.._...__-- 1 l 1 3 
Oklahoma City, Okla___ 1 1 1 3 
Little Rock, Ark. _- 1 1 1 3 
Total, region X whe 5 id 1 1 17 6 19 | 49 
XI. DENVER eo. 1 | ey 
Regional office _____ 1 5 2 5 } 13 
XI. SAN FRANCISCO £0 ir 4 : i | ~ he 
| | } 
Regional office__._______- 1} 4 2 | 5 | 12 
XIII. SEATTLE nae BS bana 5m Line ve i ics | p 
Regional office -- ; 1 1 7 3 | s 20 
Portland, Oreg_- 1 2 1 2 | 6 
Helena, Mont. 1 1 2 | | 4 
Total, region XIII 2 1 1 10 4 | 12 30 
XIV. LOS ANGELES St pee — nx 
Regional office _- 1 1 | 14 3 | 11 30 
Phoenix, Ariz_-_-..- 1 l | 2 
Total, region XIV 2 l 14 3 12 32 
Field staff: bs thin) ‘hs ‘ ee or ’ aK 
Office of compliance and 
security, Chicago, in- 
vestigator ___-_- 1 
Office of controller, audit 
staff: 
Chicago. _- 3 
Kansas City........-.- 2 
SUMMARY x Fai Pie, i hr. Par 
Regional offices_.._.____- 13 9 | 1 126 70 8} 15| 402 
Branch offices. _- inp ED 24 28 5 29 86 
Field staff of Washington | 
RS ple ee Gs RE =e me, FERS ‘A. 6 
| ae eee 37 | 9 | 11 154 75 187 15 | 494 
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Exuisit E-1 
SMALL Business ADMINISTRATION 


Full-time employment in Washington offices as of Apr. 30, 1955—Number of 
employees 





Organization unit (office) | Exotics arncenene Total 





Administrator 
Economie Adviser 
General Counsel 
Information 
Deputy cy ae wrote for Financial Assistance 
Financial Assistan 
Deputy haddadstiater for Procurement and Technical | 


ho 


“— 
i be DO He OD 


‘Procurement and Technical Assistance 

Deputy Administrator for Administration. __--.__..___.___- 
Compliance and Security 
Controller 
Organization and Management--___-.......___-- : 
Personnel 


t 
a wm DO NIT tO to bo 


eo 


Total, Washington offices 





Total full-time employment, Washington offices___-_- 
Total full-time employment, field offices (see attached | 
statement) 





Total full-time employment, all offices._............__-- | eee Ted Pio | 





Mrs. Suuuivan. The reason I asked that, Mr. Barnes, is that the 
assistance that your field agencies are giving to small business on 
counseling small firms, and procurement assistance, isn’t this done by 
experts in the Department of Commerce field offices also? Isn’t there 
a duplication of effort there? 

Mr. Barnes. I believe it is not a duplication. We have considered 
this very carefully with the Department of Commerce and have pre- 
pared an agreement as to what fields they enter into and which ones 
we enter into, and without reciting their activities I assure you that 
these people are on duty in our offices for the specific functions as I 
outlined in my opening statement. A conscious effort is made to 
avoid any duplication of that sort. It is within the commerce field, 
we send them to the Commerce Department, and I think the Com- 
merce Department sends them to us if it is something that we are 
supposed to handle. 

Mrs. Sutuivan. For many years we have sent many of the small- 
business men, especially during the war period, to the field office of the 
Department of Commerce, and they were given very able assistance in 
how to bid and how to find out ways of getting contracts or subcon- 
tracts on war material for the Government. 

It seems to me that unless those men have been taken off their jobs 
that they are still there. 

Mr. Barnes. That function was in the Department of Commerce 
for some period after the war—I don’t recall exactly how long. It 
was subsequently transferred to the Small Defense Plants Adminis- 
tration, and then when the Small Business Administration was 
created it was transferred to us, and many of these people are the 
same people who were formerly employed in the Department of 
Commerce and who are now in the Small Business Administration. 

Mrs. Sutiivan. Can you tell me how many people are employed in 
your field office in St. Louis? 
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Mr. Barnes. I believe five. I believe it is a branch manager, an 
industrial specialist, a financial specialist, and two secretaries. I am 
not sure about the secretarial help, whatever is needed. 

Mrs. Suttivan. Do you have available how many loans were made 
out of the St. Louis office? 

Mr. Barnes. Not from St. Louis; we have for Missouri. 

Mrs. Suuuivan. Is there also an office in Kansas City? 

Mr. Barnes. Yes; it is a regional office in Kansas City. The 
regional offices are a little larger merely because some of the records 
are kept there, and some of the clerical help is concentrated there. 

We could furnish you or put into the record exactly the number of 
loans that have been made for Missouri, or from the Kansas City 
regional office. Is that what you wish? 

Mrs. Sutuivan. Yes, I was anxious to know especially, since St. 
Louis has such a diversified business, that I imagine they would be very 
much interested in obtaining work on Government needs. 

Mr. Barnes. May I read into the record the answer on the loans 
from the State of Missouri? 

Mrs. SuLuivan. Yes. 

Mr. Barnes. We received 92 applications, of which six were with- 
drawn. We declined 50. We made 27 loans, in the gross amount of 
of $1,327,000, of which Small Business Administration’s share is 
$1,083,000, and there are at present 9 loans pending for $450,000. 

May I say that I have met with and worked with the St. Louis 
Small Businessmen’s Association, and have discussed with them on 
several different occasions the information they were obtaining from 
our office on procurement matters, and how to bid a Government con- 
tract, and there has been expressed to me, at least, a satisfaction on 
their part with the services that they were receiving at that office on 
these other matters. 

Mrs. Suuuivan. That isn’t exactly what I had in mind. I haven’t 
been in direct communication with them since last fall, but then the 
indication was they weren’t too happy with the amount of loans they 
had been able to obtain. 

That is all I have, Mr. Chairman. 

Mr. Barnes. I would repeat that if any of them have a belief that 
their matter should be reconsidered, we are always willing to have 
represented to us, and to reconsider, an application. Frequently 
applicants are able to furnish more complete data and perhaps their 
business record has improved in 2 or 3 months, or 6 months, since the 
first application was made, and we would be glad to have you tell any 
of your constituents to ask us to reconsider the case. 

Mrs. Suutuivan. Thank you. 

That is all, Mr. Chairman. 

The CuarrmMan. Mrs. Buchanan? 

Mrs. Bucuanan. No questions, Mr. Chairman. 

The CuarrMan. Mrs. Griffiths? 

Mrs. GrirrirHs. Thank you, Mr. Chairman. 

Mr. Barnes, could you just answer “‘yes”’ or “‘no’’ to this: In some 
of these loans, is Small Business Administration money only involved? 

Mr. Barnes. Yes. 

Mrs. Grirritus. In those loans what is the percentage of loss? 
How many of them go bad? 








Wwe 


| a dl 














EXTENSION OF SMALL BUSINESS ACT OF 1953 o 
Mr. Barnes. The other day I testified that there were 16 loans that 
were delinquent at that time; since that time one of those has been 
paid off in full. Of the 16, there were 7 which were direct loans and 9 
which were participation loans. 

I can not really give you the percentage out of my head. 

Mrs. Grirrirus. Could you supply it? 

Mr. Barngs. Yes, I could. 

Mrs. Grirritus. All right. 

Mr. Barnes. I will be glad to. 
(The information referred to is as follows:) 


Exuisir F 


Business loan delinquencies as of Apr. 380, 1955—Direct loans only 


Total principal balance of all disbursed direct loans__._______-_ $9, 771, 316. 07 
Unpaid principal balance of delinquent loans___--------- as $308, 749. 54 
Dollar percentage of delinquencies____- __._percent_ - 3. 16 
Number of disbursed direct loans__________-------- PETIT Se oe. 276 
Number of delinquent loans____- bias parcel — 7 
Percentage delinquent___ ~~~ - Apo é 2. a 


As of April 30, 1955, no chargeoff of loss had been made in connection with 
any direct loan. However, a $65,000 to $75,000 loss is anticipated in connection 
with one loan. Of the six remaining loans no loss is anticipated at this time. 
Accordingly, the anticipated percentage of loss in these cases is 0.8 percent 
dollarwise and 0.4 percent in number. 

Mrs. Grirrirus. Are some of these loans, after they are made, then 
sold to banks? 

Mr. Barnes. Yes, ma’am. About 6 weeks ago we offered for sale 
the direct loans that have been on our books for more than 6 months. 

Mrs. Grirritus. Why do you wait 6 months? 

Mr. Barnes. In order that the borrower may establish a record of 
repaying the loan, which will be convincing to the purchaser of the 
loan that it is a good loan and will be repaid. We would be willing to 
resell them immediately, and in connection with our participation 
loans have told any bank that if they wish to take over the loan at 
any time, all they need do is write to us. 

But in the case of direct loans, they are term loans—for a longer 
period of time. In most instances the banks or institutions that 
might purchase the loans prefer to see a record of repayment over a 
longer period of time than just a few months. 

Mrs. Grirritus. Is the bank permitted to pick the loan on an 
individual basis, that it will buy? 

Mr. Barnes. We offer them to, first, the borrower’s bank, the 
bank of account, or the bank with which he does business in his own 
city. We offer it on the terms that we would get the Government 
completely out of the transaction. 

If that does not result in a sale, we then offer it to other banks in the 
vicinity. 

Mrs. Grirritus. But the bank can pick it on an individual basis? 

Mr. Barnes. Yes. 

Mrs. Grirritus. If you give them a block of 10 loans they can 
look at the history of the loans and determine which of the loans they 
will pick up; is that right? 

Mr. Barnes. That is correct, to this extent, that the original offer 
is made to the bank with which the borrower does business. We 
obtain, of course, the borrower’s consent, and agreement, for the loan 

















66 EXTENSION OF SMALL BUSINESS ACT OF 1953 


to be sold. We don’t sell it against his wishes. But there has never 
been any problem of that nature. 

Mrs. Grirritus. At the end of 6 months if there is a repayment 
history, isn’t the collateral better collateral at that time than it 
would be at the time of the original loan? 

Mr. Barnes. Yes. 

Mrs. Grirritus. And the loan is a better loan? 

Mr. Barnes. Yes, if the repayment record is good. 

Mrs. Grirritus. Then isn’t the history of the banks buying these 
loans, isn’t their loss ratio at this moment less than that of the Small 
Business Administration? 

Mr. Barnes. Well, do you mean less on these loans? 

Mrs. Grirrirus. On all loans. Don’t they have a better record 
than you? 

Mr. Barnss. That is a very difficult question to answer. There 
are, of course, a great many banks, and they have different loss records. 
However, I don’t think that the record that I have testified to here is 
bad insofar as the length of time we have been in operation is 
concerned. 

Mrs. GrirrirHs. What are the terms of sale to the bank on these 
loans? 

Mr. Barnes. They are first offered with the purchaser agreeing to 
pay the full amount and take the loan over without any recourse to 
the Government. Of course, we have just started on this so we have 
only sold a few but so far all of the loans that we have sold have been 
without any recourse against the Government. The Government’s 
money is out of it piece 7 

Mrs. Grirritus. Do you have authority to sell on less advantageous 
terms to the Government? 

Mr. Barnss. Yes. 

Mrs. Grirritus. Do you know how many of the loans that you 
have sold to banks are in arrears now? 

Mr. Barnss. I don’t believe any of them are. 

Mrs. Grirrirus. That is all, Mr. Chairman. 

The Cuarrman. Dr. Talle. 

Mr. Tauie. Thank you, Mr. Chairman. 

I should like to ask you, Mr. Barnes, if you have difficulty in get- 
ting adequate information when applications for loans are made? 

Mr. Barnes. In many instances we do. The borrower, in many 
cases, is a small company. It doesn’t keep as adequate records, and 
doesn’t have as complete information on its past operations as the 
larger companies, and in many cases, particularly of smaller loans, 
it may be the man himself and his wife who have been keeping their 
own books. It may be necessary for us in these cases to send our 
own financial specialist to assist them in getting their books and 
records in sufficient order so they can properly answer what their 
past record has been. 

Generally speaking, we have more difficulty in making loans to 
small companies than you would have in other cases. We have ex- 
perimented to clarify our forms, and in the case of bank-participation 
loans, of course, have received a great amount of assistance by the 
borrower’s banker, who assists him in collecting the proper informa- 
tion to submit, to enable us to pass on the man’s credit. 
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Mr. Tautite. What you have stated is in agreement with other 
statements that have come to my notice. 

You do have a number of field offices? 

Mr. Barngs. Yes, sir; we have 14 regional offices and 26 branch 
offices. 

Mr. Tate. And prospective borrowers who live near any one of 
those would gain something by going there? 

Mr. Barnes. Yes, sir. That is what most of these inquiries that 
were referred to the other day are, telephone calls or letters or personal 
visits inquiring about the loan program generally. 

Mr. Tau.e. It is only proper that the agency should have adequate 
information. 

Mr. Barnzs. Yes, sir. 

Mr. Tauuie. And I can understand how in many small businesses 
recordkeeping is not as good as in larger ones. So I tell my people, 
if they can conveniently do so, they should go to the nearest field 
office. 

Do I understand that if that field office is pretty far away you have 
someone who can call on the prospective borrower? 

Mr. Barnes. We send men out of our branch offices and our 
regional offices at intervals, and they do call on the borrowers. It is 
not possible to go right the next day, but the next time they have a 
trip routed in that general vicinity they will call on the borrower in 
person. 

Mr. Tauue. Thank you very much. 

Mr. Brown (presiding). Mr. Bass. 

Mr. Bass. Mr. Barnes, under the terms of the Small Business 
Administration law, as it is presently set up, what are the legal require- 
ments as to security and collateral that you must satisfy before you 
can make a loan? 

Mr. Barnes. The law specifically requires that each loan be so 
sound or so secure as to give reasonable assurance of repayment, and 
that has been interpreted to mean that there be adequate security to 
secure the loan. Now, the security is not used on a cost value, of 
course, but on a liquidating value, which is determined by appraisers, 
and that is generally the loan value that is assigned by almost any 
type of lender. 

However, it is my opinion that, in considering these loans, we place 
more emphasis on the earning ability of the borrower. If we have 
reasonable assurance that there is a value of the security which would 
secure us in case of loss, we don’t look for the exact dollar amount so 
much as we do for the fact that after the loan is made the borrower 
will be in a position to earn sufficient money to pay his obligations 
and to repay the loan. ‘That is the most important element that we 
look at. 

Mr. Bass. Do you have any rule of thumb that you employ with 
regard to collateral or security, such as, say, loaning up to 50 percent, 
or 75 percent? 

Mr. Barnes. Of course, that gets us into the field of appraisals, 
and there is a very wide difference of ways to appraise different types 
of property. Real estate, of course, carries a higher liquidating value 
than does personal property. Buildings are higher than personal 
property. Generally speaking—it is hard to give you a general rule 
of thumb because we determine the value also by the particular 
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area in which the property is located. In other words, you have to 
set a value as to what the property would be sold for in case of fore- 
closure in the particular area where it is located 

Mr. Bass. In other words, you don’t have any particular rule of 
thumb? 

Mr. Barnes. No, sir. It may vary from 50 percent of cost on 
chattels, in some areas of the country, up to 100 percent for real estate 
and buildings, and even in excess of 100 percent of cost if the value has 
gone up since the building was constructed. 

Mr. Bass. I bring this out because some criticism has been made 
of the number of loans which you have turned down, and I suggest 
that perhaps one reason might be that these applicants certainly did 
not meet the legal requirements as set up under the present law for 
being eligible for a loan. 

Mr. Barnes. We have had many instances in which applicants 
would ask for a very large loan—in excess of $100,000—and would 
offer collateral that had the value of less than ten or fifteen thousand 
dollars. Well, I think that any casual reading of the law would 
indicate that to make such a loan would be not the intent of Congress; 
that Congress intended that there be adequate security. 

Actually, I believe that, from the best studies we have had made 
of the situation, that we are somewhat more liberal in our collateral 
requirements than the Reconstruction Finance Corporation was in 
its requirements as to collateral. 

Mr. Bass. Would you hazard an opinion as to whether you are 
more liberal than commercial banks would be in the area where the 
applicant may reside? Or do you have approximately the same 
standards? 

Mr. Barnes. In an individual credit matter, I couldn’t say that, 
because it would vary from bank to bank, and the banks, as you know, 
make different terms on their loans for different customers, depending 
on their credit background. However, we are able to, in many cases, 
take loans for longer terms than some banks prefer to do, by reason of 
policy set by their boards of directors. 

In the case of collateral, frequently we would use the same value 
that the bank does—certainly in our participation loans—because in 
many cases the bank itself makes the appraisal. So in those cases, in 
terms of value of collateral, we would use the same value that the bank 
does. 

In the case of direct loans, we select an impartial appraiser in the 
city, or do it with our own employee, in which case it is done, I think, 
under the same general principles. I believe that is a part of lending, 
in other words, establishing the value at which a piece of property 
may be sold on foreclosure. It isn’t a matter of it being a Govern- 
ment loan or a private loan, or anything else; it is merely establishing 
what is the value of the collateral in the particular community. What 
can it be sold for, in other words. 

Mr. Bass. Thank you very much. 

That is all, Mr. Chairman. 

Mr. Brown. I believe we have gone around under the 5-minute 
rule. 

Now, Mr. Patman has a few more questions. 

Mr. Parman. Mr. Barnes, the day before yesterday when I asked 
you to furnish me the list of people who had interested themselves to 
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the extent of writing you or inquiring about loans, I didn’t know that a 
subcommittee of the Small Business Committee had received most of 
that information. 

Mr. Barnss. Yes, sir. 

Mr. Parman. I later found the lists over there, but there are three 
of your regional offices that had not furnished lists. These are New 
York, Chicago, and Richmond. 

Mr. Barnes. Yes, sir. 

Mr. Patrman. If you will have the lists for those offices sent in, with 
the correct post office addresses, it will be appreciated. 

Mr. Barnss. We will do that. It will take a few days, as you 
understand. 

Mr. Parman. I understand. 

Mr. Barnes. They sent in their original records at the time that 
information was requested, and the other offices prepared a list at that 
time. That is why we left copies there. 

(The information supplied is as follows:) 


Small Business Administration report of business loan application activity for 
period Mar. 1 to 15, 1955, inclusive 


Total 





Amount 


Cumulative total received in regional offices through Feb. 28, 1955. ---_-_---- 4, 536 | $260, 202 996 
Received during period, Mar. t to Mar. 15, inclusive sae pista 145 | 535 


Total received in regional offices through Mar. 15, 1955__.__ -- —— 4, 681 


Cumulative processed and forwarded to Washington office Guangn Feb. 28, | 
1955 | 3, 34 3 | 196, 543, 137 
Forwarded to W ashington office during pe riod, Mar. 1 to Mar. 15, inclusive__| 78 | 4,017, 871 


Total forwarded to Washington office through Mar. 15, 1955 3, 421 | 200, 561, 008 
Cumulative acted upon by Washington office through Feb. 28, 1955 3, 246 | 190, 932. 756 
Acted upon during period, Mar. 1 to Mar. 15, inclusive 101 5, 146, 831 

Total acted upon by Washington office through Mar. 15, 1955___- 3, 347 196, ;. 079, 587 
Disposition of applications: \ 

Approved: 
Participation loans: | 
Washington office 651 41, 936, 607 
Regional offices__ 194 5, 570, 789 


Total.- - 845 | 7,507, 396 

Direct loans . 434 9, 293, 692 

Subtotal__- ,279 16, 801, O88 

Declined 2, 262 28, 876, 162 

Withdrawn by applicant 768 , 239, 281 
Recapitulation: 

Pending in regional offices . . 298 }, 930, 988 

Pending in Washington office _- 74 4, 481, 421 

Applications processed and withdrawn_ -- , 309 246, 322, 946 


Total__ tes , 681 267, 735, 355 


Mr. Parman. Now, I want to ask you about the matter of the col- 
lege courses. 

Mr. Woxcorr. Will you yield? 

Mr. Parman. I yield. 

Mr. Wotcort. Is that for this committee or the Small Business 
Committee? 

Mr. Parman. That is for this committee. 
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Mr. Wotcorr. Are you going to turn over all the records the Small 
Business Committee has on these matters? 

Mr. Patman. Mr. Spence and I have been talking about that. We 
haven’t decided yet. 

Now, about the colleges: Do you keep a person at the college that 
is cooperating with you in this extension work? 

Mr. Barnes. We do not, sir. The original communications with 
the college are by correspondence. 

Mr. Patman. Well, you have answered my question. You don’t 
keep anybody there? 

Mr. Barngs. No, sir. 

Mr. Parman. Are you put to any expense by reason of your 
cooperation with them and their cooperation with you? 

Mr. Barnes. Yes, sir; but the expense is nominal. As I said the 
other day, there are three or four employees in the Washington office 
who work on the general program, and then in the field office, the 
regional director, or a member of his staff, spend a few hours each 
month consulting with the college, and then someone from our office 
usually attends the meetings. They occur at night after office hours, 
and it is not a thing that there is special pay for, but there are afew 
hours, at each office, each month, devoted by someone to that work. 

Mr. Parman. Do you have a record of the attendance at those 
meetings? 

Mr. Barngs. Yes, sir. 

Mr. Parman. Could you furnish that to the committee, without 
putting it in the record, and make it available for our inspection? 

Mr. Barngss. Yes, sir. 

Mr. Parman. And also the colleges participating, and so forth? 

Mr. Barnes. Yes, sir. 

Mr. Parman. So you are really not out any appreciable amount of 
money at all. It is just the small amount for the people who use part 
of their time in cooperating with the colleges? 

Mr. Barnes. Yes, sir. 

Mr. Patman. Now—— 

Mr. Barnes. Mr. Patman, may I go back to that question? I filed 
a list the other day, a list of all the colleges participating that have 
had courses, and the best tabulation we have is that there have been 
approximately 2,000 businessmen, who have taken those courses in 
this past school year. 

Mr. Parman. Over what period of time? 

Mr. Barnes. Nine months. 

Mr. Parman. In the United States? 

Mr. Barnes. Yes, sir. 

Mr. Parman. How many colleges participated? 

Mr. Barnes. Thirty-eight colleges and 55 courses. The courses 
were repeated in some colleges. 

Mr. Parman. Now, I want to ask you about the interest rates 
charged. What does the original act state about interest rates, Mr. 
Barnes? 

Mr. Barnes. My recollection is 

Mr. Parman. Does it leave it up to you? 

Mr. Barnes. It is left up to the loan policy board to fix the interest 
rate. 

Mr. Parman. Is there a maximum fixed? 
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Mr. Barnes. In the act, do you mean? 

Mr. Parman. Yes, sir. 

Mr. Barnes. I believe not, sir. 

Mr. Parman. At the first meeting on that subject what did you 
decide to fix as the rate of interest? 

Mr. Barnes. We fixed 6 percent on business loans that were direct 
loans. 

Mr. Parman. Direct loans? 

Mr. Barnes. Yes, sir. In the case of bank participation loans the 
bank was to fix the interest rate charged, with a floor under it of 5 
percent—it had to be 5 percent or higher. 

Mr. Parman. You mean the bank had to charge in excess of 5 
percent? 

Mr. Barnes. Yes, sir. On the disaster loans 

Mr. Patrman. I am not talking about disaster loans. 

That is an abnormal case. 1 don’t think I want to take up any 
time on that. 

Why did you want to fix the rate so high? 

Mr. Barnes. We made a very thorough study of interest rates 
across the country, Mr. Patman, and found there was a great diversity 
of the rates charged, not only geographically but in a particular area. 
A bank, for instance, fixes its rates on loans in accordance with its 
judgment of the borrower’s credit, and also in accordance with the 
amount of work that it may have todo. We find that geographically 
there may be a lower rate of interest charged in the New England 
States than in the State of Texas. 

Mr. Parman. Yes, I am familiar with that. But why would you 
fix 6 percent minimum when in lots of places it wouldn’t be 6 percent? 

Mr. Barnes. On the direct loans it was felt that there should be 
a uniform rate across the country. 

Mr. Parman. And you felt 6 percent would be the rate? 

Mr. Barnes. We felt 6 percent was an average rate for a busi- 
ness type loan. These are loans in which, in many cases, accounts 
receivable are part of the security. 

Mr. Parman. What is the highest rate which you have charged? 

Mr. Barnes. I believe there has been one loan, which was a bank 
participation loan, in which the rate was 8 percent. 

Mr. Parman. In other words, from 6 to 8 percent, then? 

Mr. Barnes. Well, many of the bank participation loans have 
been as low as five, of course. 

Mr. Parman. That is not your part. Your part carries a minimum 
of six. 

Mr. Barnes. We have had 39 loans, as I recall, at more than 
6 percent. 

Mr. Parman. That is your loans? 

Mr. Barnegs. No, out of the bank participation loans there have 
been 39 of them-—-— 

Mr. Patman. That will be sufficient on the interest rates. 

Mr. Kitspurn. Mr. Patman, will you yield? 

Mr. Parman. I yield. 

Mr. Barnes. May I correct that? There were 46. I was testifying 
from recollection. 

Mr. Parman. Forty-six over six percent? 

Mr. Barnes. Yes. 














72 EXTENSION OF SMALL BUSINESS ACT OF 1953 


Mr. Parman. None under six? 

Mr. Barnss. Yes, sir; the remainder were 6 percent or under. 

Mr. Parman. I misunderstood you, then. I understood you to say 
that you had a uniform rate of 6 percent all over the country. 

Mr. Barnes. On direct loans; yes, sir. 

Mr. Parman. That is right. 

Mr. Barngs. Yes, sir. 

Mr. Parman. I am talking about direct loans. The others are 
bank loans. I am talking about direct loans. 

Mr. Barnes. But, you see, the bank loans 

Mr. Parman. Well, now, let us get this straight. Did you make 
any loans for 6 percent on direct loans? 

Mr. Barnss. No, sir. 

Mr. Parman. Well, that is the answer I thought you gave. All 
vour loans were at least 6 percent, direct loans, and some of them 
more? 

Mr. Barnes. No, the direct loans were all at the rate of 6 percent. 

Mr. Parman. Where does the 8 percent come? 

Mr. Barnes. That was on a bank participation loan. 

Mr. Parman. I am not concerned with that so much. 

I vield for a question. 

Mr. Kitsurn. Is it true that where you make a loan on warehouse 
receipts, which in turn are turned into accounts receivable, which in 
turn are then paid by the purchaser of the goods back to the bank, 
and which, of course, entails daily work and a lot of it, are those 
generally speaking the loans where you get more than 6 percent? 

Mr. Barnss. Yes, sir; and the borrower is faced with rates that 
are that high or higher if he deals with a factor or the type of person 
who normally takes that type of loan. 

Mr. Parman. Just a minute. He said he didn’t get more than 6 
percent. 

Mr. Kiitsurn. On that type of loan. 

Mr. Parman. No; he says all direct loans are 6 percent or more. 

Mr. Kinpurn. This isn’t a direct loan. 

Mr. Parman. It is a bank loan, then. 

Mr. Krisurn. It is a loan which is secured first by a warehouse 
receipt. Whoever services the loan has to inspect the warehouse. 
Then the goods are shipped out, and you get back——— 

Mr. Parman. Well, would you mind if I am permitted to finish, 
please? 

Mr. Bass. Could I ask a question at this point? 

On the bank participation loans do you charge the same interest 
rate as the participating bank, or is it a different rate? 

Mr. Barnes. We charge the same rate—the bank fixes the rate, and 
then pays us a charge, a bank charge for participating in the loan. 
You see, the bank will get all the interest on a deferred loan, and pay 
us a bank charge for our agreement to participate in the loan with 
them, and that amount is on a sliding scale, depending on how much of 
the loan the bank itself takes. 

Mrs. Grirritus. Will vou yield? 

Mr, Parman. That is for a standby bank charge. 

Mr. Barnes. Yes, sir. 

Mrs. Grirritus. Will you yield, Mr. Patman? 

Mr. Parman. Yes, ma’am. 
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Mrs. Grirritus. When the borrower pays the money back to the 
bank, in a participating loan, when do you get your share of that 
money back? 

Mr. Barngs. In a participation loan, the bank has advanced all 
of the money in the loan. The borrower pays all of the money back 
to the bank, and all of the interest to the bank. The bank then pays 
us a fee for agreeing to take part of that loan. The bank makes its 
payments at such intervals as is called for in our agreement with the 
bank, usually monthly. 

Mrs. Grirrirus. But in some of these—— 

Mr. Barnes. That is deferred participation loans, you understand. 

Mrs. Grirrirus. In some of these you have told us that you actually 
had some money in the loan. 

Mr. Barnes. On all immediate participation loans we do, and all 
direct loans. 

Mrs. GrirrirHs. When does the bank give you back your money? 

Mr. Barnes. At the time that it is paid, in immediate participa- 
tions. If it is paid on a monthly basis, monthly. Quarterly basis, 
quarterly. 

Mrs. Grirritas. Thank you. 

Mr. Parman. The fee that you get for this, do you have a scale of 
fees that you could insert in the record, Mr. Barnes? 

Mr. Barness. Yes, sir. 

Mr. Patman. What is the minimum fee? 

Mr. Barnes. 1 percent. 

Mr. PATMAN. 1 percent per year? 

Mr. Barnes. That is set forth—— 


Mr. Patrman. Well, I won’t take any time on it. Just put it in 
the record. 

Mr. Barnes. All right. 

(The information referred to is as follows:) 


Exuipir G 
Deferred participation charges 

Sliding scale of participation charges to banks for loans in which Small Business 
Administration is obligated to purchase a share: 
Partici- 
pation 
charge, 
percent 
Not in excess of 50 percent ’ — | 
In excess of 50 percent, but not in excess sa hans 1% 
In excess of 75 percent, but not in excess of 90 percent ___- 7. 


Mr. Parman. Where do you keep your funds now? The Congress 
passed a law authorizing $250 million for the Small Business Admin- 
istration. The Small Business Administration asked for and received 
an $80 million appropriation for its loan funds, and I assume that 
money was made available to you. Where did you put that money? 

Mr. Barnes. It remained in the Treasury in a revolving fund. 

Mr. Parman. And you keep it in the Treasury? 

Mr. Barnes. Yes, sir. 

Mr. Patman. You don’t keep it at any Federal Reserve Bank or 
otherwise? 

Mr. Barnes. We withdraw it as needed, at the time of disburse- 
ments, or other expenses indicate that there should be a payment out 
of the fund. 


Amount 
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Mr. Patman. But you don’t have any money except in the 
Treasury? 

Mr. Barnes. That is right, except as I indicated, we may with- 
draw and keep deposits in smaller amounts at the time that we are 
going to issue checks, under these loan authorizations. 

Mr. Parman. How much do you usually have out at a time? Is 
it a small amount? 

Mr. Barnzgs. It is a small amount. We just get what we need 
from day to day. 

Mr. Patman. Like a few thousand dollars or a few hundred 
thousand dollars? 

ac Barnes. It varies from day to day based on disbursement 
needs. 

Mr. Parman. These terms that you require of the small-business 
man, do you make any loans for 10 years? 

Mr. Barngss. Yes, sir. 

Mr. Parman. You make some 10-year capital loans? 

Mr. Barnes. We make some 10-year loans of which part would be 
used for working capital; yes, sir. We have a very good schedule that 
breaks that down which I would be glad to insert in the record. 

Mr. Parman. That will be fine; that will answer that question. 

(The information referred to is as follows:) 


Exuisir H 


Sma.u Business ADMINISTRATION 


Number of business loans approved to date—By maturity groups as of Apr. 380, 1955 
































jp | Maturities by monthly groups 
ae Percent — 
approved| f total | 449 13-36 | 37-60 | 61-96 | 97-120 
months | months | months | months | months 
LS pi ecinin resinane vebiate 481 33.8 28 54 230 114 | 55 
Participations_.........-.------ 943 66. 2 29 98 435 213 | 168 
RR 1, 424 100.0 57 152 665 327 | 223 
Percentage distribution of ap- 
provals by maturity groups- - 1, 424 100.0 4.0 10.7 46. 7 | 23.0 15.6 
! ' | 





Note,—As a result of special study of individual loan maturities on June 10, 1954, it was found that 147 or 
44.1 percent of a total of 333 loans reviewed had a maturity of precisely 5 years 





Mr. Parman. With reference to the bank participation loans, you 
charge the banks this rate as a sort of insurance fund, and if they call 
on you to take the loan over, or if you don’t take it over, you get this 
fee as an insurance fund, which comes to the Small Business Admin- 
istration? 

Mr. Barngs. Yes, sir. 

Mr. Patman. I notice you advertised borrowers’ notes for sale in the 
amount of $5 million; why would you sell $5 million when you have, 
considering the repayments, only taken out about $15 million out of 
that $80 million fund. Why would you want to sell $5 million worth 
of notes? There is no reason for replenishing the fund, or anything 
like that. 

Mr. Barnes. No, sir. 

Mr. Parman. Why would you want to sell the $5 million worth of 
notes that you have acquired, and after you have nursed them along, 
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and placed them on a sound basis, when they are proven good, why 
would you want to sell them? 

Mr. Barnes. Because it is my conviction that in the long run 
the best assistance we can give that borrower is to help him establish 
a line of credit that he can call on in the future after the loan is repaid 
as his business grows and expands. If he pays off the loan to us, it 
very likely is not going to help his credit with private banking insti- 
tutions that he may wish to call on from day to day to increase his 
funds. 

Mr. Parman. Allright. I will accept that answer. 

Now, the first act, Small Business Administration Act, provides that 
vou shall get up a definition of small business, and that definition will 
be accepted by other agencies of the Government. Is that correct? 

Mr. Barnes. Yes, sir. It does not provide that will be accepted 
by other agencies; it just gives us the authority to define it. 

Mr. Parman. Does it not say that they shall accept it, the other 
agencies shall accept your definition? 

Mr. Barnzs. I do not think so. 

Mr. Parman. I think that was the intent of the law. I am not 
sure about the language of the law. 

Mr. Barnuzs. It is in section 211, I believe, sir. 

Mr. Parman. Is that all it says in the act, what I see here? 

Mr. Barngs. Yes, sir. 

Mr. Parman. Did the Department of Defense cooperate with you 
prior to December 7, 1954, in procurement? 

Mr. Barness. Yes, sir; I would say they cooperated. We had a 
joint determination program which was going on and which, all during 
1954, showed an increase in the acceptance of the determinations we 
proposed to be set aside for small business. Now, the percentage 
increased almost month by month throughout last year, so I would 
have to answer truthfully that there was cooperation. 

Mr. Parman. Was it satisfactory? 

Mr. Barnes. Well, I, of course, am the protagonist of small busi- 
ness, and I would like to hope that every program we have would 
become increasingly effective, and I can’t say that I am satisfied a 
hundred percent with everything that we have tried to do. 

Mr. Parman. Isn’t it a fact, though, Mr. Barnes, that the first order 
that was issued by the Secretary of Defense, in the direction of 
cooperation with you, was December 7, 1954? 

Mr. Barnes. I believe it was, sir, and I think we had consulted 
with them some months prior. 

Mr. Parman. But that was the first time an order was issued, 
December 7, 1954? 

Mr. Barnes. Yes, sir. 

Mr. Parman. Do you know Mr. T. P. Pike, Assistant Secretary of 
Defense? 

Mr. Barnes. Yes, sir. 

Mr. Parman. He deals with you on these things? 

Mr. Barnes. Yes, sir. 

Mr. Parman. Did the order that he got out recently, the imstruc- 
tion about the new Department of Defense policy on subcontracts 
for small business, meet with your approval? 

Mr. Barnes. I did not agree with or approve the order prior to its 
issuance, but I have this to say about it, that I think any move that 
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is made toward setting up an increased subcontracting program by the 
Defense Department is a step in the right direction. 1 think that is a 
step in the right direction, and I would like to see it strengthened. 

Mr. Parman. But it is pretty weak, isn’t it, Mr. Barnes? 

Mr. Barnes. Well, I can think of several ways to strengthen it 
myself, Mr. Patman. 

Mr. Parman. Do you have anything to do with procuring aid or 
grants to small concerns for the purposes of research and develop- 
ment? The Government spends quite a bit of money, around a 
billion and a half dollars a year, on research and development, does it 
not, Mr. Barnes? 

Mr. Barnss. Yes, sir. 

Mr. Parman. Do any of the small-business concerns get any part 
of that money? 

Mr. Barnes. There is some that is spent. How much, exactly, 
I can’t tell you accurately. I know that the Navy has taken a rather 
active part in placing some of their research and development con- 
tracts with small business. I don’t have as accurate information 
about the other services. Those are placed by negotiation, and the 
extent to which we can have anything to do with it is by persuasion 
and urging that small business be given an increased share. 

Mr. Parman. Have you gotten any share for small concerns? 

Mr. Barngs. I can’t report accurately, but I believe that the Navy 
has been cooperative in trying to place some of those with small 
business as a result of our efforts. 

Mr. Patman. You don’t know of any so far? 

Mr. Barnes. Yes, I probably could give you some examples. 

Mr. Parman. If you would put it in the record, I would appreciate 
it. 

Mr. Barnes. Very well. 

(The information referred to is as follows:) 


Exuisir L 


AssISTANT SECRETARY OF DEFENSE, 
SuppLy aNnp Loeistics, 
Washington 25, D. C., June 4, 1955. 
Mr. WENDELL B. Barnes, 
Administrator, Small Business Administration, 
Washington 25, D. C. 

Dear Mr. Barnes: This is in reply to your letter of May 23, 1955, requesting 
information on research and development contracts awarded to small business, 
for transmittal to the Committee on Banking and Currency of the House of 
Representatives. 

A special report prepared by the Department of the Air Force for the calendar 
year 1954 shows the following information on all research and development 
contract awards by that Department during the year: 


Number and value of Air Force research and development contracts, calendar year 1954 





| 
Number Dollar value 














| 
ee es eS ee a Se ee Bw a 1, 788 $175, 851, 600 
Contracts with nonprofit organizations. .._................-.--.--.-.-.-- 701 | 44, 162, 200 
Contracts with commercial firms-_--_-__.._------ ED SAP PEEL ODS Gy 55>: 1, 087 131, 689, 400 
Contracts with small business firms.._.......-.....----------------- 650 | 33, 343, 300 
EI cs canon Anca pamoke ade bac asae samp b 36.4 19. 0 
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The Office of Naval Research has reported the following data on its contracts 
in the first 10 months of fiscal vear 1955: 


Value of research and development procurement, by the Office of Naval Research, 
July 1954-April 1956 
$38, 949, 128 


Contracts with nonprofit organizations__________________- a 


Contracts wth commercial firms-______________________- : . 15, 451, 837 
Contracts with small business firms_________________________- 3, 348, 414 
I sew ec mann dG memmnnenumels 8.6 
Percent of commercial__._._______-_- Seok wah Pe calm: ea ete sa de S17 


Similar data have not been compiled for other research and development con- 
tracts of the Navy Department, or for Army contracts in this category. 

We are investigating the possibilities of setting up a system for regular reporting 
of this kind of information. Because of the varying methods of research and 
development procurement in the three departments, a number of special problems 
are involved, and the potential coverage and content of such reports are not yet 
certain. However, we hope that the Committee on Banking and Currency will 
find it possible to use continuing reports for current periods in lieu of special 
tabulations of past transactions, which would cause further delays in current 
reporting. 

Sincerely yours, 
t, P. Pree: 

Mr. Parman. I note your letter to the chairman of this committee 
about the extent of your activities, inquiries, interviews, and so forth, 
relative to financial assistance program, by regional and branch offices. 
This covers the period from July 1, 1954, through April 25, 1955. 
What about the period preceding July 1, 1954? Don’t you have 
those figures available, too? 

Mr. Barnes. We do not have detailed statistics prior to that time 
because we did not start keeping that type of statistic. You see, that 
is a record that we kept merely for workload purposes, to ascertain 
how many people came to see us and what was the nature of their 
inquiry. 

Under the procedures we have for keeping those records, which 
are kept merely like a telephone memorandum of a telephone call, 
or a note that is made after a personal visit, they are set up in files 
and retained for 6 months, and then at the conclusion of that 6 
months a new file is created; the old file is retained for another 
6 months. 

Mr. Parman. You have explained that in your statement. 

Mr. Barnes. At the end of that time it is destroyed. 

Mr. Parman. Now, what I would like to have, Mr. Barnes, since 
you have restricted it to a definite period here, 9 months, I would 
like to know the number of applications that were actually pending 
at the beginning of July 1, 1954, and the number filed during that 
period of time, and how they were disposed of, and, last, when 
dibsursed. 

I would like you to state on those—it would not be too much 
trouble, I believe, because there are not too many of them—I would 
like to know the date they were approved and the date the money 
was disbursed. 

Mr. Barnes. All right, sir. 

Mr. Barnes. May I make a statement on that, sir? 

Mr. Patman. Yes. 
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Mr. Barnes. There seems to be some misunderstanding as to what 
occurs during that disbursement period. 

Mr. Patman. That is right. I wish you would explain that be- 
cause there is a general misunderstanding about your attitude, I am 
sure. 

Mr. Barnes. All right. 

After a loan is approved in our office, then a formal authorization, 
setting out the exact terms and conditions of the loan, is prepared and 
sent back to the field office, to the borrower’s bank, and to the bor- 
rower himself. 

Now, in the case of bank participation loans, which I have already 
testified comprises two-thirds of the loans, the bank is in complete 
charge of closing the loan. The borrower and his counsel must pre- 
pare their papers, make a showing as to the title, get a title opinion, 
and the participating bank and its attorneys prepare the loan closing 
papers. 

So that the time at which the loan is disbursed is not within our 
control but within the control of the bank and its attorneys. Fre- 
quently the bank will advance intermittent financing to the borrower 
between the time the loan is authorized and the loan is closed. 

Mr. ParmMan. I am afraid you misunderstood me. I am talking 
only about direct loans. 

Mr. Barnes. All right, sir. On direct loans, that is completely 
within our control, but in many cases the loan is for the purpose of 
construction. We have financed the construction of a number of grain 
elevators, various things of that nature, and the provisions of the 
loan require that the borrower show proof of completion, and have cer- 
tain inspections made showing that the construction has actually been 
completed. In almost every one of those cases the fact that a loan 
has been authorized permits the borrower to obtain intermittent 
financing until he is actually ready to close the loan. 

I have not had complaints from borrowers about delays in disbursing 
those loans. On a monthly basis, I get reports on why loans are not 
disbursed, and in almost every instance the borrower and his attorney 
are preparing contracts or they are waiting for certain construction 
to be completed, or something of that nature. 

Mr. Parman. When a prospective borrower comes to your office 
do you tell him that he must have a certain amount of collateral to 
back up a loan or support a loan, and that otherwise you can’t make 
it? Is that one of the first things you advise him? 

Mr. Barnes. We ask him, of course, what the collateral is, what 
collateral he is offering. We tell him that the loan must be a loan on 
which some security is offered. We do not tell him the amount that 
he must offer; we ask him what he is offering. 

Mr. Parman. What he can furnish? 

Mr. Barngs. Yes, sir. 

Mr. Parman. Do you have any set rule that you will not make a 
loan unless they have, say, twice as much or three times as much, 
or one and a half times as much? 

Mr. Barnss. No, sir; we have not. 

Mr. PatrmMan. You don’t have any such set rule? 

Mr. Barnes. We have no such set rule. 

Mr. Parman. In the bill that passed 2 years ago I thought there was 
a provision—I know there was originally—for $25 million which could 
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be used to purchase securities of small towns, where they have voted 
bonds, for instance, to expand waterworks or sewage works, things of 
that nature. What happened to that $25 million? Do you know? 

Mr. Barnes. My recollection—and I am just testifying offhand 
on this—is that that provision was contained in the RFC liquidation 
act, and the President or the Treasury Department were given 
authority—— 

Mr. Parman. To transfer? 

Mr. Barnss. To transfer it. 

Mr. Parman. That is right; you are right about that. 

Mr. Barnzs. And they transferred it to the Treasury, and then to 
the Housing and Home Finance Agency. 

Mr. Parman. Of course, I am not expecting you to know, but do 
you happen to know how it was worked? 

Mr. Barnes. I have no idea. 

Mr. Patman. I suppose Mr. Cole would know about that, and I 
wish you would make inquiry of him on that, Mr. Fink. 

Mr. Fink. Very well, sir. 

Mr. Parman. | think it logically fits into this whole pattern. 

Now, I would like this statement, which has been prepared by Mr. 
Barnes, inserted in this record, Mr. Chairman, it is addressed to the 
chairman of the committee. 

You understand, Mr. Barnes, that in addition to this, I want you 
to break down all the loan applications and the loans pending on 
July 1, 1954, and then the loans applied for since that date, and the 
disposition made of these applications, and, of course, the disposition 
at the end. On all the direct loans, I would like a statement as to 


when the application was made, when the approval was granted, and, 
next, when the first disbursement was made. 

Mr. Barngs. Yes, sir. 

Mr. Brown. That may be inserted in the record. 

(The information referred to is as follows:) 
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Exuisit [-1 


Small Business Administration—Direct business loans approved by States, period 
July 1, 1954 through oer. 30, 1955 





| Date of initial 





l 
Date | Date loan 
| 








Name and location | — approved |approved| — si 
shies ——) | = " “4 
Alabama: | 
Southeastern Products Corp., Birmingham_-_| May 11, 1954 July 15, 1954 | $115 5,000 | Aug. 26,1954 & 
Wilson H. McLeod, Gulf Shores ee June 28, 1954 Aug. 3, 1954 4, 500 Sept. 21,1951 
Arizona: | 1 
H. H. Hollar and Mary Hollar d. b. a. Hollar | 
Tool Engineering Co., Prescott Sept. 27,1954 | Oct. 28, 1954 35,000 | Feb. 11, 1955 
A. E. Ward d. b. a. A. E. Ward Co., Tucson_| Jan. 25,1955 | Mar. 29, 1955 20, 000 (2) 
Boyd Tenney d. b. a. Tenney’s Feed Store, 
Prescott, and Cottonwood Fuel & Feed, 
Cottonwood —)e . Nov. 10, 1954 | Mar. 31, 1955 20, 000 (2) 
Arkansas: 
Phillip Wilson, Benton. -.- -_ Dee. 20,1954 | Dec. 30, 1954 6,000 | Mar. 29, 195: 
Robert H. Mays d. b. a. Mays Wholesale 
Grocery Co., Fordyce Dec. 16,1954 | Jan. 11,1955 &, 000 (4) 
Goff Wholesale Grocery, North Little Rock... May 11,1954 | Aug. 10, 1954 148, 500 (5) 
John W. Jones d. b. a. Pat’s Super Market, 
North Little Rock. ___- Dec. 1,1954 | Dee. 13,1954 75,000 | Mar. 29, 1955 
St. Francis Valley Pedigreed Seed Co., 
Parkin_ : .| Mar. 19,1954 | July 1,1954 | 100,000 (4) 
Plainview Lumber & Supply Co., Inc., 
Plainview ....-| Jan. 31,1955 | Mar. 7, 1955 22, 500 (4) 

Jones Bros. Seed Co., Van Buren_- Dec. 10,1954 | Feb. 15,1955 109, 800 (5) ; 
Clyde Stafford and Rose Bud Stafford d. b. a. | 
Stafford Quality Meats, Walnut Ridge.....| Oct. 27,1954 | Dec. 23,1954 15,000 | Mar. 29,1955 @ 

California 
Die Mold Engineering Co., Alhambra. --_-. Mar. 24,1954 | July 13,1954 18, 000 (4) : 
Nelson William Reed & Evelyn Frances 
Reed, d. b. a. Atascadero Motor Lodge, 
Atascadero \ : Feb. 1,1955 | Feb. 17,1955 21, 000 (6 
Bernard & Sons, Inc., Bakersfield _- July 15,1954 | Sept. 27, 1954 25,000 | Mar. 4,1955 @ 
Dicco, Inc., Bz ikersfie Id — Jan. 31,1955 | Feb. 17,1955 150, 000 (5) @ 
kg Steel & Supply Co., Bakersfield May 20,1954 | Aug. 24,1954 35, 000 (4) 
Valley Oil Tool Co., Bakersfield __- Oct. 1,1954 | Nov. 26, 1954 40,000 | Feb. 2,1955 
Potter Sheet Metal Co., Inc., Bloomington. Nov. 12,1954 | Dec. 30,1954 12, 500 (6) 
Bob’s Super Markets, Inc., Bueno Park__...| Nov. 24,1954 | Jam. 11,1955 50, 000 (4 
Production Parts Co., Burbank_______ Mar. 8,1954 | July 27,1954 12,000 | Oct. 25,1954 
Zero Manufacturing Co., Burbank___........| Feb. 18,1954 | July 29,1954 110,000 | Nov. 30,1954 
apa Contractor’s Corp., Cs ilexico__ Nov. 3,1954 | Dee. 16,1954 10, 000 (4) 
Valentine ee, d. b. a., V. Lebedeff Co. 
Carlsbad Sept. 8,1954 | Oct. 26,1954 17,000 | Feb. 3, 195° 
Associated Concrete Products, Ine., Costa 
Mesa : Aug. 9,1954 | Sept. 21, 1954 10, 000 (4) 
S. Glenn Spiker, d. b. a. Construction Sheet 
Metal Works, Culver City ; Nov. 1,1954 | Dee. 14,1954 4, 500 (4) 
George Noroian Co., Dinuba June 9,1954 | Aug. 5,194 150,000 | Aug. 31, 1954 
Dave Zigman, d. b. a. Dave Zigman Poultr y 
Processing Co., Dinuba Sept. 13,1954 | Nov. 9, 1954 50, 000 (4) 
Firestone Building Materials, Downey Nov. 19,1954 | Jan. 25, 1955 7. 000 (4) j 
David B. Martin, d. b. a. Dave Martin iq 
Building Materials, El] Cajon : Feb. 28,1955 | Apr. 12, 1955 40, 000 (7) é 
Orley A. Jach and Marion 8. Jach, d. b. a. 
El Cajon Sand & Gravel Co., also as El 
Cajon Transit Mix, El Cajon- Aug. 10,1954 | Oct. 15,1954 110,000 | Jan. 26,195 
Briles Manufacturing, El] Segundo Aug. 19,1954 | Oct. 7,1954 95,378 | Dec. 30, 1954 
Frances M. and Ernest T. Polley, d. q 
Escondido Laundry and ale Es. 4 
condido_____- i Mar. 2,1955 | Apr. 12,1955 60, 000 (7) j 
Techkote Co., Inc., , Inglewood __- Feb. 81955 | Apr. 7, 1955 80, 000 (8) 
Klamath River Chrome Co. , Klamath River. Sent. 14.1954 | Oct. 26, 1954 56, 000 (*) 
La Mesa Concrete Block Co., La Mesa Dee. 23,1954 | Jan. 25,1955 9, 000 (6) 
Malton A. Teeter d. b. a. Long Beach 
Welders Supply, Long Beach Aug. 9,1954 Sept. 30, 1954 40, 000 (‘) 
Marine Specialty Co., Inc., Long Beach Nov. 30,1954 | Dee. 30, 1954 8, 000 (?°) 
Oga W. Larsen d. b. a. Snow Fence Manu- 
facturing Co., Los Alamitos June 16,1954 | Aug. 24, 1954 12,000 | Nov. 24, 195 
Albert A. Asatoorian d. b. a. Astor Trucking. ® 
Service, Los Angeles Nov. 2,1954 | Dec. 9, 1954 14, 000 (4) ; 
James P. Chapralis d. b. a. Avalon Food 
Center, Los Angeles... -- Sept. 3,1954 Oct. 21,1954 18, 009 (5) 
Avalon Products, Inc., Los Angeles_. | Nov. 17,1954 | Jan. 11,1955 35, 000 (5) 
Ralph Barnes Moulded Plastics, Los Angeles.| Sept. 1,1954 | Nov. 2, 1954 65,000 | Mar. 8,198 
Color Reproduction Co., Los Angeles. -_-- | Apr. 19,1954 | Aug. 30, 1954 46, 500 (5) 
Couch & Philippi, Inc., Los Angeles.........| July 6,1954 | Dec. 14, 1954 80, 000 (4) 
A. E. Eiden & Sons, Los Angeles... July 7,1954 | Nov. 23,1954 11, 000 (4) 


Elevator Maintenance Co., Ltd., Los Angeles.| Jan. 5,1955 | Feb. 11,1955 150,000 | Apr. 26, 1955 
H. &. 8. Metal Products Co., Los Angeles...| June 15,1954 | Sept. 27, 1954 75, 000 (11) 
High Standard Meat Co., Los Angeles. ----- | July 21,1954 | Sept. 7, 1954 60,000 | Dec. 20, 1954 


See footnotes at end of table, p. 8&8, 
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Small Business Administration—Direct business loans approved by States, period 
Juiy 1, 1954 through ap. 30, 1k eetnned 





































































rd 
Date a Date of initial 
Name and location application | Dateloan | Amount |" Gispurse- 
oan | “received | ®PProved (approved ment ! 
tial _ 
California—Continued 
Inland Stevedore Co. and Inland Industrial | | 
— F Tee CO. ee A. os 55 wat 6 2sc.-~-- Apr. 21,1954 | Aug. 26,1954 | $42,500 | Dec. 10,1954 
q L. & W. Metals & Manufacturing Co., Los | } 
on PS RE ee eer Nov. 3,1954 | Dec. 30, 1954 | 8,000 | Mar. 16, 1955 
931 Luther Engineering & Manufacturing Co., | 
vt lee Dor a oeees......-.-.-..-...-....-..- | Sept. 16,1954 | Oct. 26,1954 | 25,000 | (8) 
Lyco Food Products, Los Angeles_- | Oct. 12,1954 Dec. 3, 1954 18,500 | Mar. 8, 1955 
937 Donald ws McGregor, d. b. a., McGregor } | | | 
ii Manufacturing Co., Los Angeles____-- | Sept. 1,1954 | Nov. 23,1954 | 30,000 | Feb. 10, 1955 
Albert P. Shaughnessy, d. b. a. , Shaughnessy } | 
Electric, Los Angeles | Aug. 10,1954 | Oct. 26,1954 | 34,000 | (4) 
Trojan Auto & Electric Parts, Los Angeles. .| Feb. 16,1954 | July 15, 1954 12, 000 (4 
Western Saw Manufacturers, Inc., Los | 
G- Angeles. ._.- . --------| Feb. 18,1954 | July 20, 1954 20,000 | Dee. 13, 1954 
Westwood Knitting Mills, Inc., Los Angeles_| Mar. 4,1954 | Aug. 24,1954 | 50,000 | Mar. 22,1955 
Irving Rubin, d. b. a., W inona eee: 3 Box | | | 
10., 106 Ammmieg eo - sc 0-52--- . Oct. 26,1954 | Dec. 30,1954 33,000 | Apr. 12,1955 
Richards Rack Co., Lynwood___- fi Dec. 16, 1954 | Jan. 19,1955 | 55,000 (4) 
Qs Bernard E. Weisz, "d. b. a. A-l Paving Co. | | 
, pe and A-1 Manufacturing Co., Monrovia..._| June 30,1954 | Sept. 30, 1954 25,000 | Mar. 24, 1955 
q Milton K. Spaulding, . 2: o Spaulding | | 
Pool Co., Monrovias..---------.---- | Feb. 4,1955 | Mar. 10,1955 | 16,000 (8) 
Bercaw-Lukshis, National C | ee ee .| Oct. 1,1954 | Dec. 7,1954 | 30,000 | Mar. 10,1955 
National Plating & Processing Co., National al | 
City Lhe | Dee. 20,1954 | Feb. 17,1955 | 25,000 | (8) 
gs H. F. Mowry, , Newport. Beach. ~np o : Sept. 24,1954 | Nov. 23, 1954 23, 000 | (3) 
’ Lamatic Co., North Hollywood | May 27,1954 | Aug. 26,1954 | 60,000 | Dec, 13, 1954 
Master Tool & Die Co. .. North Hollywood - -| Dee. 7,1954 | Jan. 27,1955} 10,000 | Apr. 8, 1955 
Victor Alvistur, d. b. a. Vical Automatic A | 
Screw Products, Oakland __--_-- -------| Oct. 7,1954 | Dec. 16,1954 | 15,000 | Mar. 4,1955 
The National Press, Palo Alto | May 20,1954 | Aug. 3,1954 | 30,000 (4 
A The Hartley Pen Co., d. b. a. The Hartley | | 
. Co., Pasadena. Apr. 12,1954 | Aug. 30,1954 | 150,000 | Dee. 30,1954 
Fern ev Yarbrough d. b. a. American Micro- 
“3 phone Co., Pasadena__ .----------| Mar. 22,1954 | Aug. 24,1954] 50,000 | Nov. 8, 1954 
sa C. Dudley De Velbiss, Richmond..........-.| May 17,1954 | July 1, 1954 150, 000 (4 
Air Conditioning, Ine., San Diego__- ‘ Oct. 12,1954 | Feb. 8, 1955 15, 000 (8) 
054 James P. Waddle d. b. a. Harbor Tire & 
OR 4 Supply Co., San Diego____- : June 7,1954 | Oct. 21,1954 | 15,000 (4 
dia Remler Co., Ltd., San Francisco. | May 24,1954 | Aug. 24,1954 | 150,000 | Mar. 19, 1955 
William Fremdling d. a. Wefco Rubber 
nF Manufacturing, Sant: Ne Meeniee Dec. 8,1954 | Feb. 8, 1955 22,000 | Apr. 4,1955 
Charles F. Conklin d. b. a. Atlantic Mattress 
Co., South Gate_- Aug. 16,1954 | Sept. 30, 1954 25,000 | Dec. 16, 1954 
Robert Paris Morton d. b. a. Morton Paint 
Co., Stockton. __-_ Feb. 16,1955 | Mar. 29, 1955 30, 000 (2) 
yf Geo. ‘A. Bradford, d. b. a. George A. Brad- 
Ji ford Co., Torrance .- Nov. 23,1954 | Dec. 31,1954 20, 000 (20) 
Ruth Kay O’Connor, d. b. a. C. M. O’Con- 
nor Lumber Co., Vallejo. ee ....----| Mar. 1,1955 | Apr. 12,1955 45, 000 (7) 
MePhaill Gypsum Co., Visalia..............-| June 28,1954 | Aug. 30,1954 48,000 | Oct. 19,1954 
Colorado: 
Dunean L. McLaren and Oscar W. Weiss, 
d. b. a. Intermountain Agencies, Denver June 24,1954 | July 29, 1954 7, 500 (4) 
ys Daniel F. Uhl, d. b. a. Dairyland Farms, 
DF Durango_- eS ee ; June 30,1954 | Aug. 16,1954 66, 600 (5) 
: George W. Tucker, “d. b. a. Red’s General 
Store, Fort Lyon._- July 12,1954 |.....do . 10,000 | Nov. 17,1954 
. L. Yowell and Kathryn A. Yowell, d. b. a. 
Meu Grain Co. and Sedgwick Grain Co. 
ene Bee oe ae ee : May 24,1954 | July 6,1954 18, 000 (5) 
Robert M. Burrows, 4. b. a. Gambles Store- | 
4 Burrows Electric Co., Springfield __--_- Jan. 6,1955 | Feb. 1,1955 21,800 | Apr. 18,1955 
Connecticut: 
Sherwood Tool Inc., Berlin--- - ; Dec. 16,1954 | Jan. 27,1955 50,000 | Mar. 25, 1955 
Dockendorff & Co., Inc., Bridgeport June 14,1954 | July 20,1954 94,300 | Aug. 12, 1954 
9: Spencer Rubber Products Co., Manchester_-| Apr. 27,1954 | Aug. 3, 1954 100, 000 | Sept. 14, 1954 
' George L. Gendron, d. b. a. Gendron Manu- 
facturing Co., Moosup.. Oct. 25,1954 | Apr. 20,1955 15, 000 (7) 
John J. Corbett P ress, Inc., New Haven. Nov. 4,1954 | Dee. 30,1954 20,000 | Apr. 12, 1955 
General Machinery Co., Inc. and Hamilton 
Manufacturing Co. Inc., New Haven--. July 16,1954 | Nov. 5, 1954 92, 000 (11) 
ys Pachaug Mills, Inc., Norwich __. ‘ June 18,1954 | July 29,1954 37, 500 | Sept. 10, 1954 
Sullivan’s Laundry & Dry Cleaners, Nor- 
ee _..| Oct. 14,1954 | Nov. 16, 1954 6,000 | Jan. 18,1955 
Maytav Kosher Packing ‘Corp., “Rockfall_.__.| Feb. 4,1955 | Mar. 3, 19557} 50,000 | (9) 
57 The Precision Plating Co., Inc., Somers Dec. 2,1954 | Jam. 19,1955 | 13,500 
s The Mitchell-Bradford Chemical Co. , Strat- | | 
a5 4 NE he ol e | Oct. 25,1954 | Dec. 14,1954 60,000 | Feb. 2, 1955 


Marvan Corp., West Hartford_ 
See footnotes at end of table, p. 88. 


| Nov. 10,1954 | Jan. 25,1955 | 35,000 (11) 
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District of Columbia: | } 
Aaron H. & Deborah F. Paderofsky t. a. } 
Blackstone Cleaners, Washington, D. C- Feb. 2,1955 | Apr. 12,1955 | $5, 000 | (7) 
Dee-Cee Roofing Co., Ine., Washington, D. C_| Mar. 31, 1955 Apr. 18,1955 | = 16, 000 | (7) 
Fuse Indicator Corp., Washington, D.C____| Oct. 4, 1954 | Oct. 26,1954 | 15,000 | Dec. 13, 1954 
Geis Iron Works, Inc., Washington, D. “+a Aug. 17, 1954 | Sept. 30, 1954 30,000 | Mar. 23, 1955 
John R. O’ Brien & Associates, Inc., W ash- 
ington, D. C- | Oct. 13,1954 | Nov. 2,1954 | 40,000 | Nov. 18, 1954 
Taylor’s, Inc., Washington, D. Cc : June 16,1954 | July 27, 1954 | 4, 700 (4) 
Florida: | 
Atlantic Bag Co., Hastings__- | Oct. 27,1954 | Dec. 16,1954 | 28,000 | (4) 
Ralph D. Hardie t. a. Hardie Tire Co. ; Day- | | 
tona Beach | Aug. 30,1954 | Nov. 9,1954| 12,000 (2) 
Walter E. & Martha P. Dodge, d. b. a. Wal- | | 
ter Dodge Motors, Fort Walton Beach_ | Dee. 16,1954 | Feb. 1, 1955 25,000 | Mar. 29, 1955 
Mark Hanna Roach and Naomi Caldwell | 
Roach, d. b. a. Mar-Key Food Co., Jack- | 
sonville. =P oe Feb. 15,1955 | Mar. 29, 1955 | 4, 000 () 
Shackelford Bros., Lake 3) Si ...----| June 4,1954 | Aug. 30, 1954 60,000 Jan. 28, 1955 
Quincy Casket Co., Inc., Quinecy__.._-..-....| June 28,1954 | Sept. 23,1954 | 10, 000 (4) 
Earl J. Hannaway, "Tampa ; : Feb. 14,1955 | Mar. 11,1955 | = 12, 500 | (41) 
‘ Marine Foundation Co, , Inc., Tiiate Apr. 26,1954 | Sept. 3, 1954 50,000 | Nov. 17,1954 
teorgia: } 
Brumby Metals, Inc., Decatur. Dec. 8,1954 | Jan. 25,1955 | 50,000 | Feb. 17, 1955 
B. H. Rogers, d. b. a. Rogers Studio, Douglas Sept. 21,1954 | Oct. 28, 1954 15, 000 | (4) 
- a Elevators, Inc., Wadley..........----- Mar. 14,1955 | Apr. 20,1955 | 150,000 | (7) 
daho: | | 
Robert C. Chattin, d. b. a. Chattin Ditcher | 
Co., Boise July 29,1954 | Sept. 21, 1954 | 25,000 | Jan. 4,1955 
Levi N. Thompson, d. b. a. Lee’s Welding . & 
Boiler Works. Lewiston ; Mar. 29,1954 | July 15,1954 | 14,000 (3) 
- N’Land Industries, Inc., Lew iston.- Aug. 31,1954 | Oct. 21,1954 14,750 | Apr. 12,1955 
mois: 
George Becker, d. b. a. A-American Blind 
Co., Chicago ip cd Oierate Wiewtaie June 2,1954 | July 6, 1954 4,000 | Oct. 19,1954 
Harry H. Rogers Co. _Ine., Cc hicago_-.....- Sept. 10,1954 | Oct. 12,1954 30,000 | Jan. 24,1955 
S & E Chemieal Co., Chic LE ed May 4,1954 | July 6,1954 | 13,500 (a 
Van Praag Equipment & Manufacturing 
Co., Ine.; Deatur.......... Aug. 19,1954 | Oct. 22,1954 | 45,000 (4 
August L. Benassi d. b. a. Benassi ‘Supply } | 
3d. | ORE Se eee eee Mar. 2,1955 | Apr. 12,1955 10, 000 | (7) 
Thomas W. Jones, La Harpe-__--_- ---| July 6,1954 | Aug. 11,1954 | 2,975 | Nov. 2,1954 
Peaster Oil Co., Inc., Northfield Aug. 23,1954 | Sept. 16, 1954 50,000 | Dec. 2,1954 
Sterling Soybean Co., Inc., noe Falls_......| Feb. 18,1955 | Apr. 12,1955 85, 000 (7) 
Everett L. Smith d. b. a. E. L. Smith & } 
OR Se ee Nov. 5,1954 | Dec. 3,1954 3,000 | Feb. 18,1955 
Indiana: | 
Bowmar Instrument Corp., Fort Wayne Sept. 29,1954 | Oct. 28, 1954 66,000 | Apr. 15,1955 
Scottee Cleaners, Franklin-------- - _| Feb. 14,1955 | Mar. 24,1955 10, 000 (2) 
Russell H. Niehaus d. b. a. Russ’ Men’s 
oy and The Ladies hoes Indianapolis__.| Dee. 13,1954 | Dec. 30,1954 | 10,000) Apr. 4,1955 
. Forrest, Muncie eoeee Sept. 15,1954 | Nov. 26, 1954 23, 000 (4) 
Iowa: 
5:2 Merryman d. b. a. Algona Block & Tile 
Co., Algona._- a x a o Sept. 9,1954 | Oct. 8, 1954 9, 000 (5) 
Nicholas Duros d. b. a. West End Market, 
Mount Ayr-_-.___- Jan. 13,1955 | Mar. 10, 1955 10, 000 (6 
Kansas: 
Ivan Woolsoncroft d. b. a. Centralia Grain 
Co., Centralia _- Aug. 10,1954 | Sept. 14, 1954 135, 000 () 
Vernon Winchester d. b.a. Winchester Grain 
Co., Denton... Sept. 7, 1954 | Oct. 28, 1954 120, 000 (3 
Roy ‘a Johnson Construction C 0., , El Dorado.| Dec. 21,1954 | Feb. 8, 1955 40,000 | Mar. 16,1955 
Plush Mills, Glasco_. E Oct. 25,1954 | Dee. 14,1954 21,500 | Jan. 31,1955 
The Midwest Grain Co., Hutchinson Apr. 1,1954 | Aug. 11, 1954 94, 000 §) 
Garden City Transport, 'Ine., Garden City. Apr. 14,1954 | July 15, 1954 24,000 | Feb. 17,1955 
Ingalls Grain, Inc., Ingalls. . July 27,1954 | Sept. 3, 1954 150, 000 (*) 
Paul L. Rankin, Merriam f Feb. 14,1955 | Mar. 7, 1955 4,500 | Apr. 65,1955 
Edward H. and Gladys E. Duggins d. b. a. 
Duggins Drive-In Laundry & Cleaning, | 
Mission Oct. 25,1954 | Dec. 9,1954 | 40,000 Do. 
Gene Knackstedt d. b. a. Tru-Flavor Dairy 
Foods, Sedan mae A CS Mar. 4,1954 | July 6,1954 | 30,000 (8) 
Jensen Foods, Inc., Topeka. Feb. 14,1955 | Mar. 15, 1955 40, 000 (4) 
Kentucky: 
Eldee Aubra Sparrow d. b. a. Town & Coun- | 
try Shopping Center, Benton- Jan. 24,1955 | Mar. 7,1955 | 13,500 () 
Horace R. Brown, Bowling Green... Nov. 1,1954 | Mar. 3, 1955 16, 000 | (2) 
Kreamer Veneer Co., Inc., Junction C ity. Nov. 12,1954 | Dec. 31,1954 | 65, 000 (8) 
Greer Lumber Co., Morehead _- _...---' Aug. 16,1954! Oct. 7,1954! 30,000! Dec. 21, 1954 


See footnotes 


at end of table, p. 88. 
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Louisiana: 
Builders Supply, DeRidder- .| May 12,1954 | July 29,1954 | $30,000 | Nov. 4, 1954 
William Aicklen Nungesser, ‘d. b. a. Algiers 
Canning & Sales Co., New Orleans__.-...-._| Apr. 26,1954 | July 27, 1954 5,000 | Oct. 27,1954 
Maryland: 
Central Pattern Works, Inc., Baltimore._____| Dec. 14,1954 | Dee. 30,1954 8,000 | Mar. 8, 1955 
L. E. Clements Engineering Corp., Balti- 
Jan. 28,1955 | Mar. 31,1955 15, 000 
Wm. J. Hunt, Sr., d. b. a. William J. Hunt 
Manufacturing Co., Baltimore Aug. 25,1954 | Sept. 16, 1954 5,000 | Oct. 8, 1954 
William J. Hunt, Sr., d. b. a. William J. 
Hunt Manufacturing Co., Baltimore Dec. 27,1954 | Dee. 30,1954 50,000 | Feb. 21, 1955 
The Voneiff-Drayer Co., Baltimore Aug. 27,1954 | Nov. 9, 1954 50, 000 (4) 
Massachusetts: 
Kevlin Manufacturing Co., Arlington_____- Aug. 1954 | Oct. 26,1954 2,000 | Dee. 20, 1954 
The Tudor Press, Inc., Boston___._........__| Sept. 1954 | Oct. 15,1954 50,000 | Nov. 15, 1954 
Norwood Ice Co., Northampton Feb. 7,1955 | Mar. 7,1955 35, 000 2) 
Appalachian Flooring Co., Somerville_._.....| Nov. 1954 | Jan. 21,1955 25, 000 (4) 
Stoughton Supply & Lumber Corp., Stough- 
steeds : ...| June 1,1954 | July 29,1954 0, 000 (?) 
WwW alter A. Brown & ‘Son, “West Wareham ____| Nov. , 1954 | Dec. 30,1954 , 000 (4) 
Michigan: 
H. W. Tuttle & Co., Adrian_- Aug. 20,1954 | Oct. 12,1954 87,000 | Dec. 6, 1954 
Robert M. Ver Meer d. b. a. Ver Meer Office 
Equipment Co., Battle Creek ___- Apr. 7,1954 | July 29, 1954 5,000 | Oct. 15, 1954 
A. R. Sinclair d. b. a. A. R. Sinelair Sales, 
Boyne City-- ...-.| Oct. 29,1954 | Feb. 1,1955 5, 000 (*) 
W orieite Tool & Die Co. , Centerline : Oct. 6,1954 | Nov. 16, 1954 80,000 | Dee. 30, 1954 
Stream-eze, Inc., Charlevoix = Sept. 28, 1954 | Oct. 19, 1954 , 000 (4) 
Anderson Bros. ‘Manufacturing & Enpineer- | 
ing Co., Detroit .| Feb. 24,1955 | Apr. 12, 1955 25, 000 
Edward D: avis d. b. a. Davis Motor Sales, | } 
Detroit : SPs: .--| Oct. 1954 | Dee. 3, 1954 8, 000 
Fred T. Gelo d. b. a. Fred’s Auto Electric, 
Detroit : Dec. 10,1954 | Feb. 15, 1955 , 000 
Inland Tool & Manufacturing, Inc., Detroit.| Mar. 14, 1955 Apr. 28, 1955 , O60 
Leonard’s Office Supply & Equipment Co., | 
Detroit ___- ..--------| Nov. 24, 1954 | Feb. 28, 1955 46, 000 
Village Manor, Inc., Grosse Pointe -| July 22,1954 | Sept. 21, 1954 35, 000 
Archie C. Bell d. 'b. a. Quality Cle aners, 
Homer. __-- | Aug. 19,1954 | Oct. 19, 1954 , 000 | 
Spartan Lithograph — Corp. and Spartan } 
Building Corp., Sparta.....................| Dec. 28, 1954 | Jan. , 1955 , 000 
Minnesota: 
John H. Stimmler, d. b. a. Stimmler Imple- | 
ment Co., Chokio.._........................| Jume 16,1954 | Aug. 19, 1954 ,000 | Jan. 18,1955 
Ivan Stigen, Fergus Falls anwnecascenceen-| Mar. 26,1954 | July 20,1054 , 000 feb. 9,1955 
John M. Schneider, d. b. a. Schneider Motor 
& Implement Co., Hastings............._._| Apr. ,1954 | Aug. 3,1954 8,000 | Sept. 22, 1954 
Baume_gartner’s Poultry Farms, Inc., Litch- 
field .| Dee. 29,1954 | Jan. 19,1955 3, 000 ar. 10,1955 
Loyd Roy, d.b.a. Roy’s Garage & Machine 
Shop, Mahnomen : ..-| Apr. 12,1954 | July 6,1954 5, 000 
Carl H. Stevenson Co., Minne: apolis _...-..| Jan. 31,1955 | Mar. 29,1955 85, 000 
Pioneer Plating Co., Minne: apolis _| Feb. ,1955 | Mar. 22,1955 30, 000 
Paul M. Saxon, d. b. a. Rental Service Co., 
Minneapolis. - Sa _...| Jan. 13,1955 | Feb. 15,1955 2, 000 
Bryon J. and Marie L. Bunge, d. b. a. Red | 
Owl Store No. 2279, Norwood.- Jan. 26,1955 | Mar. 29,1955 5, 000 
Clarke G. Kinney ft b. a. The Bungalow, 
Olivia__. : Dec. 9,1954 | Jan. 19, 1955 , 000 
Meyer M: achine, Inc., Red Wing July 30,1954 | Nov. 18, 1954 50, 000 (8 
Horace H. Brown, Jr., d. b. a. Buzz Brown’s 
Photographic Studio, St. Paul June 1,1954 | Sept. 14, 1954 , 300 | Oct. 12, 
Metaleote Oil Co., St. Paul-_- ...-.----| July 30,1954 | Oct. 28, 1954 20, 000 (10) 
Mississippi: 
wervmaees Mississippi Fertilizer Co., Amory.| July 8, 1954 | Sept. 7,1955 36,000 | Nov. 11, 195 
. D. Quinn, d. b. a. Quinn’s Milk P roducts, 
‘Grenada._- Jan. 13,1954 | July ,1954 | 35,000 (4) 
William J. Young, d. b.a. Dairy Supply Co., 
Osyka. #2 Apr. 23,1954 | July 8, 1954 000 | Oct. 6, 1954 
Ready Mix Concrete & Supply Co. Inc., 
Pascagoula_____- =e Feb. 21,1955 | Mar. 22,1955 | 52, 500 (8) 
T. H. Quarles, Scooba........--.---- ..| July 27,1954 | Sept. 3, 1954 3,000 | Nov. 3, 1954 
Missouri: 
C.. H. Kraft Co., Kansas City.............- July 29,1954 | Aug. 30, 1954 | 8, 400 
Gala-Mo Arts, Inc., Sikeston.................| Aug. 2,1954 | Oct. 7, 1954 49, 500 
Larry Henderson, Weston__.-. Mar. 29,1954 | July 6, 1954 22, 000 
Montana: Lost Creek Lumber Co., Kalispell....| Feb. 7,1955 | Apr. 20, 1955 60, 000 


See footnotes at end of table, p. 88. 
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Nebraska: } | 
Leland & Leslie Knudson, Newman Grove..| Dec. 6, 1954 Feb 8, 1955 $4, 000 (8) 
Farmers Grain Co., Palisade__----____- | Apr. 30,1954 | Aug. 16, 1954 96, 000 (3) 
O. F. Brown d. b. a., Consumers $ Packing | | 
EERE SEI RE OE OS. Aug. 12,1954 | Sept. 21, 1954 5,000 | Nov. 4, 1954 
bienete: | 
8. Berney & Sons, Inc., Fallon_- ---| Aug. 3,1954 | Aug. 16,1954 | 70,000 | Oct. 8, 1954 
Aiken Builders Products, Inc., Las Vegas____| Mar. 29, 1955 | Apr. 20,1955 | 37,500 | (7) 
New Hampshire: 
Albert A. Foy, d. b. a. Foy Tire Co., Coneord.| Mar. 8,1955 | Apr. 5,1955 | 10,000 | () 
New Jersey: 
Beaver Home Products Co., Inc., Camden_- | Mar. 1,1955 | Apr. 20,1955 | 15,000 | (7) 
Joseph D. Radvany, d. b. a. State Auto Re- | | 

finishers, Hamilton Square_. May 21,1954 | July 6, 1954 | 5,000 | Aug. 24, 1954 
Mason Machine Products, Inc., Laurel | 

aOR eds 20. c= Sate 2d a pteekk | Jan. 17,1955 | Mar. 7,1955| 10,000 | Apr. 5, 1955 
Edward B. Helhowski, t. a. Springside Metal: | | 

Products, Riverside... Dec. 29,1954 | Feb. 17,1955 | 14,600 | Mar. 17, 1955 
Herbert J. Luckenbach, Somers Point June 7,1954 | July 20,1954 | 10, 000 | 

New Mexico: 
Harold Lawrence Brooks, d. b. a. Brooks | | 

Photo Services, Albuquerque - - - --- Jan. 10,1955 | Feb. 1,1955 | 45,000 | (3) 
J. W. Slone, Jr., d. b. a. Slone Grain Co., 

Portales_- ..-| Sept. 13,1954 | Oct. 21, 1954 30,000 | Feb. 22, 1955 
Foster Construction Co., Inc., Santa Fe_. May 20,1954 | July 15,1954 | 150,000 | Nov. 3, 1954 
Hovey Concrete Products Co., Santa Fe____- July 15,1954 | Sept. 27,1954 | 60,000 (4) 

New York: 
Stafer Corp. rene... .2e5. 6. 2slés. 5 Dec. 13,1954 | Jan. 21,1955 | 100,000 | Apr. 29, 1955 
Cee Bee Manufacturing Co., Inc., Brooklyn..| Feb. 14,1955 | Feb. 28, 1955 | 100,000 | Apr. 22, 1955 
Glen J. Boff, d. b. a. Robert’ Pinkerton 

Boiler Works, Green Island __._--.-._..---- Dec. 1,1954 | Jan. 19,1955 | 50,000 | Mar. 11, 1955 
Brainard Industries, Inc., Lindenhurst, Long 

Island ere Sept. 20,1954 | Oct. 13,1954 | 85,000 | (4) 
Lou-Mil Sportswear Corp., “Long Tsland City. July 12,1954 | Aug. 26, 1954 | 6, 800 | Sept. 30, 1954 
Sun Dew Corp., Long Island City- Aug. 12,1954 | Sept. 23, 1954 20,000 | Nov. 29, 1954 
John C. Bertram, d. b. a. F. C. Bertram } } 

Manufacturing Co., Mayv ille Oct. 26,1954 | Dec. 21, 1954 | 6, 000 (*) 
Champlain Brick Co. of Mechanicsv “ile, “Me- 

chanicsville____ Dec. 8, 1954 | Feb. 15,1955 | 150,000 | (?) 
Colonial Mirror & Glass Corp., New York_. Aug. 30,1954 | Oct. 15,1954 | 50,000 | Jan. 25, 1955 
Derrico Co., Ine., New York__- ..| Dee. 10,1954 | Dee. 30,1954 | 90, 000 (19) 
Identification Service Corp., New Y ork _- | July 23,1954 | Aug. 26, 1954 | 5, 000 | (*) 
Miracle Adhesives Corp., New < , Sea Dec. 7,1954 | Feb. 1,1955 | 100,000 (3) 
Roger Wade, d. b. a. Roger Wade Produc- 

tions and The Filmstrip House, New York_.| Nov. 5, 1954 | Dec. 30, 1954 | 10,000 | Feb. 24, 1955 
Alan B. Sverdlow, d. b. a, Potsdam Motor 

oe Se ep ea eS Be Aug. 9, 1954 | Sept. 23,1954 | 45,000 | Oct. 14, 1954 
Leco Manufacturing Co., Inc., Rochester - June 21,1954 | Sept. 3,1954 | 20,000 4) 
Table Tested Foods, Inc., Rochester_.-__-_- Oct. 28,1954 | Nov. 26,1954 | 35,000 | Mar. 4,1955 
Kings Electronics Co., Inc., Tuckahoe - ----_- Feb. 23,1955 | Mar. 31,1955 | 125, 000 | (3) 

North Carolina: 
John D. Nelson, d. b. a. Nelson’s Music 

Shop, Beaufort_.._........--..-- Jan. 17,1955 | Apr. 7, 1955 2, 000 | (7) 
Wiley Monument Works, Inc., Gastonia. Sept. 24,1954 | Nov. 26,1954 | 12,000 | Apr. 8, 1955 
Leonidas John Moore and Dorothy E. 

Moore, New Bern... | July 28,1954 | Nov. 24, 1954 25,000 | Jan. 24,1955 
Don Smith and Clymer Smith, d. b. a. | 

Smith Bros., Staley............-- Jan. 12,1955 | Mar. 17,1955 | 25, 000 | (2) 

North Dakota: 
Joe Leintz, Lincoln Valley ---------- June 23,1954 | Oct. 19,1954 | 5,000 | Apr. 14, 1955 
H.J. Davis d. b. a., Rolette Implement Co., 

Rolette_ Aug. 4,1954 | Sept. 30,1954 | 14,000 | Feb. 21, 1955 
Daniel Schlenker d. b. s., Schlenker Gars age, } 

Wishek- piss: " May 7,1954 | July 29,1954 | 25,000 | Oct. 25, 1954 

Ohio: 
Admiral Machine Co., Barberton. --| Oct. 18,1954 | Nov. 26, 1954 20,000 | Dee. 28, 1954 
Bethandale Corp., Cleveland " . Sept. 2,1954 | Nov. 2,1954 | 75,000 | (2) 
Charles E. Montgomery d. b. a., C & R Stu- | | 

dio, Cleveland_ Oct. 29,1954 | Dec. 30, 1954 4,000 | Apr. 6,1955 
The G. and W. W elding Co., Cleveland July 15,1954 | Nov. 23,1954 | 125,000 | Jan. 14,1955 
Home & Industrial Heating Co., Inc., Cleve- | | 

land - _ -. E Jan. 12,1955 | Mar. 15,1955 | 30,000 (1°) 
Wertheimer & Senders, Cleveland Nov. 8,1954| Feb. 8,1955 | 12,000 (19) 
Juliet B. Meek, d. b. a. Jasper Trailer Gar- | 

dens, Jasper July 14,1954 | Aug. 30,1954 | 15,000 (4) 
—— B. Shoe, ‘d. b. a. Fairview Coal ae | 

QUE stati ite ccsscig tapi tienbameiar =~ p6 June 2,1954 | Sept. 14,1954 | 16,000 | Mar. 24,1955 
Dae. “Machine Co., Miamisburg.____.__- Sept. 14,1954 | Nov. 16,1954! 25,000 | Dec. 2, 1954 


See footnotes at end of table, p. 88. 
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Ohio—Continued 
Fred Saba and Raymond Saba, d. 

Centre Super Market, Toledo_- ...---| Sept. 23,1954 | Dec. 3, 1954 99, Feb. 21, 1955 
Toledo Paint & Chemical Co., Toledo. | Nov. 9,1954 | Jan. 11,1955 | 50,000 | Mar. 18, 1955 
= Aviation Radio & Equipment Corp., 

Tro | Aug. 31,1954 | Nov. 18, 1954 ,000 | Mar. 4,1955 
Coated Abrasive Products, Inc., Wickliffe. Aug. 10,1954 | Sept. 21, 1954 ,000 | Nov. 25, 1954 

Oklahoma: } 
Cecil Ray Wilson, Anadarko..._.-.....-.....| Feb. 1,1955 | Mar. 7,1955 7,000 (5) 
Murphy & Son Lumber Co., Antlers_- ..-| Oct. 10,1954 | Dec. 30, 1954 34,000 | Feb. 22,1955 
Joe O. Ellis, d. b. a. Ellis Co., Claremore | Dec. 28,1954 | Feb. 1, 1955 51, 000 (5) 
Kaw Grain Co., Inc., Kaw City Jan. 21,1955 | Mar. 7, 1955 50, 000 
James Murray Prock, d. b. a. Murray’s | } 

Drive-in, Oklahoma City- Feb. 25,1955 | Mar. 29, 1955 9, 400 

Oertle Whoeslae Drug Co., Inc., Tulsa | Mar. 9,1955 | Apr. 20, 1955 50, 000 
Oregon: | | 

Hayes Oyster Co., Bay City : | Dee. 31,1953 | Sept. 30, 1954 33, 000 

Johnny’s Bee Line Service, Medford. | June 25, 1954 | Aug. 19, 1954 , 000 

D & M Moulding Co., Portland. - _.| June 15, 1954 | Sept. 30, 1954 5, 000 

Bioproducts, Oregon, Ltd., Warrenton | Aug. 20, 1954 | Sept. 14, 1954 , 000 
Pennsylvania: | 

Pure Goat Products, Inc., Pa ar | May 10,1954 | July 27,1954 | 20,000 | Jan. 

Never Warp Door Corp., Carbondale _- May 18, 1954 Ce.<.. 2,500 | Sept. 

Trumatic Machine & Tool C o., Inc., East | 

Stroudsburg Feb. 18,1955 | Apr. 7, 1955 , 000 
James Robert Wagner t. Acme Venetian 

Blind & Awning Service, ‘Laneaster __- -| Jan. 31,1955 | Mar. 24, 1955 5,000 | Apr. ‘ 
Crowther & Hughes M: vchine Parts Co., 

Philadelphia - ; | June 30,1954 | Sept. 14, 1954 20,000 | Oct. 
Eckol Packaging Co., Philadelphia_- ---| Jan. 24,1955 | Feb. 15, 1955 5, 000 
Hallmark Furniture Builders, Inc., ~ Phila- | 

(ula ae tiies Sanegae Aug 23,195 Oct. 15, 1954 ,000 | Feb. 
Isadore Fisertberg t. a. Model Cleane rs, 

Philadelphia June 29, 19 July 27,1954 3, 200 
Peter Friedman t. a. P hiladelphi: 1 Pape rCo. 

Phils adelphia ; Feb. 18,1955 | Apr. 5, 1955 5, 000 
Pioneer Canvas Products C 0., Inc., Phila- 

delphia .__- Mar. 9, 198: Apr. 28, 1955 , 000 
Schiller Nolan & Co., Inc., Philade!phia_-- Aug. 11, 1% Sept. 30, 1954 30, 600 
Superior Provisions, inc., Philadelphia Aug. 16, 1954 | do 50, 000 
Morris Wilson, Philadelphia | Dec. 23,1954 | Feb. 3, 1955 , 000 
Frank Wolf Manufacturing Co., Philadel 

phia--.. Dec. 22, 19% Feb. 1, 1955 20, 000 
Alfred F. Dessino t. a. Dessino’s Service 

Station, Roslyn Nov. 15, 19% Dec. 9, 1954 2, 500 
John B. and Mary E. Hoover d. b. a. Mat- 

tern’s Store, Warriors Mark Nov. 27, 195 Jan, 25,1955 

Rhode Island: 
Pilgrim Screw Corp., Providence Nov. 1,195 Dec. 30, 1954 
Swiss Automatic Co., Inc., Providence | June 28, 195 Sept. 7, 1954 
south Dakota: 
Lyle Wilson, d. b. a. Wilson Ready Mix | 

Cement Co., Miller- Jan. 24,1955 | Mar. 15, 1955 

ennessee: 
Maurice V. Rhodes, d. b. a. Green Meadows 

Dairy, Dayton ; Feb. 24, 195 July 6, 1954 , 000 
H. Blockman & Co., Memphis. - Jan, 26,1955 | Mar. 24, 1955 37, 500 
Santi’s lee Cream Co., Memphis Jan. 45,1955 | Mar. 17, 1955 , 500 | 
Purity Packing Co., Powell Aug. 31, 195 Nov. 5, 1954 25, 000 
Steve Ritsos, d. b. a. Messco Cleaners & Shoe 

Rebuilders, Memphis. --- : Nov. 9,195 Dec. 30, 1954 | 2, 000 

lexas: | } 
Texas Glove Co., Inc., Brownwood Mar. 28,1955 | Apr. 18, 1955 35, 000 
Silas L. Turner, d. b. a. Turner Co., Browns- | 
ville | Feb. 10,1955 | Apr. 7, 1955 , 000 
W - and Bagwell, Claude-_ .| July , 1954 | Sept. 27, 1954 , 000 
L. Dysart, d. b. a. Dysart Mill & Ma 1u- | 
actaine o., Dallas re .| July 26,195 Sept. 30, 1954 8, 500 
Fuller Uniform Co., Dallas. __- July 1,1954 | July 27,1954 5,000 | Nov. 2,1954 
Honie B. Eberhart, d. b. a. Preston Royal , 
Barbers, Dallas a Mar. 31,1955 | Apr. 26, 1955 5, 100 (7) 
Segal Cotton Products, Dallas Aug. 9,195 Sept. 30, 1954 5,000 | Nov. 30, 1954 
Southern Canning Co., Inc., Highlands June 4,1954 | Sept. 3, 1954 99, 000 
Buel D. Ferguson, d. b.a. Denver Pharmacy, 
Houston _| Nov. 30,1954 | Jan. 11, 1955 , 000 
Milton Samuel Popkin, d. b. a. “Popkin Ad- 
Ver-Tis-Er, Houston Nov. 22, 195 Dec. 30, 1954 . 700 
SB: Oe ee eres I ow ooo cose. _' Jan. 17,1955 | Feb. 11, 195i 3, 200 


see footnotes at end of table, p. 88. 











88 EXTENSION OF SMALL BUSINESS ACT OF 1953 


Small Business Administration—Direct business loans approved by States, period 
July 1, idee eal Apr. 30, 1955—Continued 





| 











| 
Date bic ake! id | Date of initial 
Name and location application | Date loan Amoun | disburse- 
received | %PProvec § japprovec | ment! 
——————=| | sacl 
Texas—Continued | | | 
Parkomat Manufacturing Co., Hutchins_....| Nov. 15,1954 | Dec. 30,1954 | $25,000 | Mar. 15,1955 
Harper Rawlings and Beulah Rawlings | | 
d. b. a. Rawlings Co., Marfa.......-..-..-- | Feb. 18,1955 | Mar. 29, 1955 14, 000 (8) 
Johnny Folmar Dairy Supply Co., Pickton__| Jan. 28,1955 | Mar. 10,1955 | 25,000 (8) 
Noel Packing Co., Port Arthur. -| Jan. 27,1955 | Apr. 7,1955 | 40,000 | (7) 
L. Lehmberg d. b. a. Standard Butane Gas | 
Co., Potest. .......... .| May 10,1954 | July 6,1954 20, 000 | (4) 
C. W. Cassidy d. b. a. Cassidy Feed Mills, | | | 
AS en eight A RITE | Aug. 2,1954 | Sept. 23,1954 | 96,000 | (4) 
Caspary-Wendell W ork Boats, ‘Rockport_. .| Jan. 11,1955 | Mar. 17,1955 | 110,000 |-....--.-.... 
Ben B. Davis d. b. a. Flamingo ¢ Cleaners & | | | 
Washette, San Antonio--___. in _| Mar, 22,1955 | Apr. 18,1955 | 11,000 | (7) 
Henry H. Capps, Seminole-- __.| Sept. 27,1954 | Dec. 23, 1954 | 5,000 | (5) 
H. 8. Newton, d. b. a. Newton Manufactur- | } 
ing Co., Temple-_- | Dec. 20,1954 | Feb. 1,1955 24, 000 | Apr. 26, 1955 
‘ Meant Sintie Co., Inc., Texarkana__....__.| Mar. 1,1955 | Mar. 22,1955 | 34, 500 (8) 
Jtah: | | | 
R. J. Wight, Ine., Ogden. | Mar. 8,1955 | Apr. 28,1955 | 93, 000 | (7) 
Germer, Abbott & Waldron Construction | | ° 
Co., Tremonton... | July 19,1954 | Sept. 3,1954 | 100,000 | Mar. 8, 1955 
Vermont: Paul De Saro, Rutland__ -| Dee. 16.1954 | Feb. 15, 1955 | 20,000 | Mar. 29, 1955 
Washington: } | 
Mount Adams Forest Products, Bingen......| Nov. 2,1954 | Dee. 14,1954 | 50, 000 | (8) 
Skagit Veneer & Lumber Corp., Concrete -- x Sept. 9,1954 | Nov. 2,1954 | 110, 000 (10) 


George W. and Clara D. Trisdale, d. b. a. 


| 

Center Lodge Motel, Grand Coulee Nov. 30,1954 | Dec. 30,1954 | 10,000 | Apr. 22, 1955 
Eugene H. and Pearle E. C ooper, d. b. a. | 

Complete Food Store, Kennewick. __.| Oct. 18,1954 | Dec. 16,1954 | 24,000 Feb. 24, 1955 
Wagner Bros. Lumber Co., Longview ___- _..| Mar. 3,1954 | July 13,1954 | 80,000 | 4 
Prosser Packers, Inc., Prosser. _..| Nov. 22,1954 | Jan. 19,1955 | 100,000 | Apr. 28, 1955 
J. S. Anderson, d. b. a. J. 8S. Anderson Co., | | 

ee eee ea | Sept. 23,1954 | Nov. 23,1954 | 50,000 | Feb. 15, 1955 


Janosky Produce Service, Spokane. - Sept. 14, 1954 20, 000 (‘) 
West Virginia: 


Advance Machine & Manufacturing Co., 


Inc., Beckley Aug. 17,1954 | Oct. 7, 1954 | 50, 000 | Nov. 15, 1954 
Gilbert Lumber C o., Ine., Gilbert Oct. 25,1954 | Jan. 11,1955 | 53, 250 | (3) 


eee ae | July 12, 1954 


Alask een ee Re re iiitde a) ST 
Eugene H. Lawrence, d. b. a. Lawrence Air- 


ce ee eae a Sept. 8,1954 | Dec. 3,1954 | 10,000 (4) 
Hawaii: 
Eddie Asaichi Ebisui, d. b. a. Eddie’s Crane } 
Service, Honolulu.____________- __| Nov. 26,1954 | Dee. 30, 1954 | 3,500 | Apr. 22, 1955 
Total number of direct loans approved, | 


320.12 


1 Reported on basis of check issued by Small Business Administration. 

? At the time of preparation of this report, the reason for delay in closing was not available. 

3 Small Business Administration experience has indicated that in approximately 80 percent of the in- 
— where authorizations have been canceled, applicant has obtained financing from other sources. 

* Canceled. 

5 Construction loan: Disbursement usually withheld until satisfactory completion of construction ac- 
ene: interim financing from other sources then will be replaced by Small Business Administration 
unds 

6 Loan was disbursed subsequent to Apr. 30, 1955. 

7 Generally 30 days from receipt of authorization are required by borrower to arrange to meet terms of 
suthorization: in these cases 30 days have not lapsed. 

5 At time of preparation of this report borrower has not complied with requirements of the authorization. 

® Delayed for reasons beyond control of Small Business Administration (local ordnance requires modifica- 
tion before building project can commence; change in management by borrower delays completion of loan; 
etc.) 

10 Loan was canceled subsequent to Apr. 30, 1955; see footnote (°). 

'! Borrower has indicated he does not wish to take down loan at this time. 

12 During this period, 1 direct loan in the State of Washington, approved prior to July 1, 1954, was changed 
to a participation loan, thus resulting in a net approval of 319 direct loans. 
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Exuisit [—2 


Small Business Ad ministration—Number of business loans approved during the period 
from July 1, 1954, through Apr. 30, 1955, and the number thereof which have been 
‘canceled in full or disbursed, by regions, by type 











- | Number 

‘ Number Number| Net Number undis- 
Region and type approved eanceled | number | __ dis- bursed 
30, 1955 


I. Boston 


in full ns | bursed | on Apr. 
7 
| 


Direct - ..--- 
Immediate participation 
Deferred participation 


. New York 
Direct 


Immediate participation. etiam areas 
Deferred participation - 








. Philadelphia 


Direct hinde 
Immediate participation. ie 7 
Deferred participation - _--..---- 





ig RM aie tinct dane bana andes +ageh bal 


Direct - Sak Tense Biren 
Immediate partic ipation_- 
Deferred participation 








Atlanta 
Direct _. P Pe 
Immediate participation --- --- 
Deferred participation - - 
I. Cleveland 
Direct - eRe 
Immediate partic ipation- 
Deferred participation - 
. Chicago 
Direct 
Immediate participation 
Deferred participation 
Afi RS SEE See Aer ese see 
Immediate participation _- 
Deferred participation 
. Kansas City 
Direct = . 
Immediate participation 
Deferred participation 
. Dallas 
Direct 
Immediate participation 
Deferred participation 
. Denver 
Direct 
Immediate par tic ipation- 
Deferred participation 
. San Francisco. 
Direct 


Immediate participation --- 
Deferred participation 
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Small Business Administration—N umber of business loans approved during the period 
from July 1, 1954, through Apr. 30, 1955, and the number thereof which have been 
canceled in full or disbursed, by regions, by type—Continued 



































| ee ae | - Number 

| wy. Number Net Number | undis- 

Region and type | — canceled | number | _ dis- bursed 

| SPE infull | approved! bursed | on Apr. 

| 30, 1955 
RE TO inneelb dik ies etodutas swivenkeeunsebas 7 72 11 61 | 39 22 
LS eee oD 2 eee ee eee 18 4 | 14 9 5 
Immediate participation. -__._......__---- 10 3 7 5 2 
Deferred participation. _-_.__..........-.- | 44 4 40 25 15 
UU, gene NR os he ae ante eed 102 | 21 81 46 35 
RR Reece s(t een eee eateries 63 15 48 27 21 
Immediate participation __._...........--- 11 1 10 7 3 
Deferred participation. --.--...-.----.---- 28 5 23 12 11 
OE SARS CCS oes 951 164 787 488 299 
SSS ser eee een 1319 57 262 2148 114 
Immediate participation---.-.......-..--- 157 18 139 97 42 
Deferred participation. --...........------ | 475 89 386 243 143 

















! Represents 320 loans approved, less 1 Seattle region (State of Washington) loan approved prior to July 1, 
1954, which during the current period was rescinded and approved as a bank participation loan. 

2 Represents 1 less than the actual number of direct loans disbursed, since the number available for dis- 
bursement reflects a reduction of one by reason of the rescission during the current period of a direct loari 
approved prior to July 1, 1954 (see footnote 1). 


Mr. Parman. That is all for the present, Mr. Chairman. 

Mr. Brown. Mr. Widnall. 

Mr. Wipna.. I believe you testified previously that under RFC 
the average loans were $100,000 or less? 

Mr. Barnes. Yes, sir. 

Mr. Wipnauu. You have found that in your own experience de- 
mands for loans greater than $150,000 are nominal, or a low percent? 

Mr. Barnes. They are very minor. We have had very few re- 
quests, and I said the other day we have made some loans in excess of 
$150,000 by the participating bank taking the excess. 

Mr. WipNnatu. What is the nature of a request where it is for more 
than $150,000? Normally is it for plant expansion? 

Mr. Barnes. Plant expansion and acquisition of machinery of a 
company that is one of the larger small businesses. 

Mr. Wipna.u. And is the request predicated on going into new 
fields, or just taking care of normal expansion? 

Mr. Barnes. I couldn’t answer accurately without looking at each 
one, because, generally, there is an element of expansion, and the 
need for additional working capital, in that type of loan, as there is 
in most of the others. Our average size loan has been $52,000. 

Mr. Wipnatu. What do you find is the main reason for rejecting a 
loan application? 

Mr. Barnes. We have a breakdown of the exact reasons why we 
have declined loans. 

Mr. WipNa.u. Has that been put in the record? 

Mr. Barnes. It has not, but we will be glad to do so. 

My recollection is that the principal reason is inability to show, on 
the basis of the present situation and past record, that even with the 
loan the future earnings will be sufficient to meet the payments that 
would be required under the loan and other obligations. 
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I can put that in the record at this point: 

Earning ability not demonstrated for the future, 43 percent of the 
declinations were for that reason. 

Insufficient collateral, 25.9 percent. 

Insufficient equity investment, including disproportionate debt and 
net worth ratio, 11.3 percent. 

Need for Small Business Administration funds not demonstrated, 
8.3 percent. 

General unsatisfactory financial condition, 6.7 percent. 

Not eligible, 2 percent. 

Other reasons, 2.8°percent. 

The total number of applications declined, percentage given, exceeds 
a hundred percent because in many cases more than two or more 
reasons were present in the same application. 

Mr. Wrpnatu. Thank you. 

Do you have any sort of a breakdown in connection with your 
employees to show how many were employed by the RFC before they 
were employed by Small Business Administration? 

Mr. Barngs. Yes, sir. 

Mr..WipNnaLu. Would that be difficult to furnish? 

Mr. Barnes. We have had it from time to time, but we would have 
to make another analysis to tell you exactly. Eighty-five percent of 
our employees have civil service status. Most of the ones who have 
had RFC experience are in the financial assistance work, of course, 
and there are some clerical employees that had civil service status 
who came to us from RFC also. I can furnish you that. Do you 
wish it in the record? 

Mr. Wipnatt. If it wouldn’t be too difficult to get together. I 
think it would be informative. 

Mr. Barness. Very well. 

(The information referred to is as follows:) 


ExnuiBitT J 
Prior employment experience of SBA employees 


Total number of employees 


Poe | gen, eee oh a SS a ca 741 
Number from RFC or with RFC experience OER eh op OIA SNE 239 
Number from SDPA Seales ron ON ir, 2 : 187 
Number from other agencies_________- i tigate 3 : 235 
Number from industry ___--_-_---- . sine, sh daleulareatlt waar 80 


Total number of financial specialists Ss Bos : Rast J ny 17% 
Number from RFC or with RFC background _ _ __- pe 136 


~ 


Mr. Barnes. The figure of 85 percent that I gave you would indi- 
cate that many came either from the Reconstruction Finance Corpo- 
ration, the Small Defense Plants Administration or other Government 
departments or agencies by transfer or by reinstatement to the civil 
service rolls. 

Mr. Wipna.L. At any rate, they were experienced people in the 
field before you were set up as a new agency? 

Mr. Barnes. Yes, sir. 

Mr. Wipnatu. Mr. Barnes, I want to compliment you on your 
testimony. I think you have been very candid with us, and I 
appreciate the work you have done up to now. 

Mr. Barnes. Thank you, sir. 
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Mr. Wipnatut. That is all. 

Mr. Brown. Dr. Talle. 

Mr. Tatue. Thank you, Mr. Chairman, 

Have you had difficulty in defining the term ‘“‘small business’’? 

Mr. Barngs. Yes, sir; to find an accurate definition is difficult. 
That is why the first definition we used, we kept within our own 
agency and applied it only on the financial program since we could 
change it and experiment with it without injustice. 

Now, the reason for that is this: The most equity, the fairest way 
to define small business, is by industrial classifications, so that you 
can define them as large or small in comparison wrth their competitors. 

The latest figures that we have available in determining the size 
by classification, I believe were compiled in 1947, so that that gives 
you merely an indication of size within industrial classifications. 

I understand that the Bureau of the Census will have other figures 
available this fall, and in the winter of next year. However, we feel 
that we should go ahead and work with the best figures we have on 
sizes within industries, and we are attempting to evolve a definition 
that will break down the size of businesses by industrial classifica- 
tions. ; 

Mr. Tauie. As a member of the Joint Committee on Defense 
Production, I seem to recall your testifying before that committee on 
this very point. 

Mr. Barnzs. No; I don’t recall. 

Mr. Tats. I recall clearly that some years ago when my dear 
friend, the late Senator Maybank was chairman, the definition of 
“small business’? was discussed. Among other things, we talked 
about the number of employees as a criterion. That rather obviously 
is not a very good test; is it? 

Mr. Barnes. It works inequities in some classifications. 

Mr. Taxis. A peanut vender with a little wagon on the street, we 
know is small business. But a hydroelectric plant can involve a tre- 
mendous business investment, but the number of employees needed 
to run it is very small. 

Mr. Barnes. Yes, sir. 

Mr. Tatie. That might serve as an illustration of the failure of 
such a criterion if used singly. 

Mr. Barnss. Yes, sir. 

Mr. Tate. It certainly is not easy to define small business. 

Mr. Barnes. No, sir; and the additional problem is that if a defi- 
nition is published and applied to procurement matters it must be a 
definition that is possible to administer by a number of Government 
employees in all sections of the country, because procurement work 
of the Government is scattered through all parts of the country. If 
the definition is so complicated that he must consult an economist, 
or someone else, to ascertain whether a particular business is small 
or large, it can interfere with the orderly processes of procurement, 
and we are searching now for a means of solving this problem, and 
have every Government agency that has a procurement function par- 
ticipating. I put in the record yesterday a statement on exactly 
the procedure we intend to follow in developing that definition. 

Mr. Tauuie. About the best you can do is what you have done, 
I think. To set up some criteria and try to work within a zone in 
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which the criteria are applied. It is almost like asking how big is a 
farm. 

Mr. BaRNEs. Yes, sir. 

Mr. Tauute. Thank you, Mr. Chairman. 

I have one other question, Mr. Chairman. 

Mr. Barnes, would you enlighten me on something that you pro- 
posed to do, fairly recently, in the way of lending, I believe, up to 
$10,000 on a 90-day basis, for some purposes? I am sorry my mind 
is so hazy as to details. 

Mr. Barnes. We are experimenting, and attempting to improve 
our procedures so as to enable us to act more quickly in connection 
with certain types of loans. I think that is what you have reference to. 

Mr. Tate. Yes, sir. 

Mr. Barnes. That matter is still under consideration and study. 

Mr. Tae. In other words, you haven’t gone far enough in your 
consideration so that you are doing that at the present time? 

Mr. Barngs. No, sir. 

Mr. Tauute. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Betts. 

Mr. Berrs. One question, Mr. Barnes. 

One of the duties of the Administration is to assist small business 
in securing contracts with the Government. Have you commented 
on that at all? 

Mr. Barnes. I did in my opening statement day before yesterday. 

Mr. Berts. I don’t intend to go into too much detail, but do you 
feel that your Administration has done all that is possible to assist 
small-business firms in that respect? 

Mr. Barnes. We have only the power of persuasion and recom- 
mendation in connection with procedures, and, of course, do not issue 
any contracts ourselves. 

I think we have done a great deal in issuing a United States Govern- 
ment purchasing directory, and these other publications which have 
provided information to businessmen easily obtained, so they do not 
have to come to Washington or hire special employees to obtain the 
information. 

We have increased the number of small companies that are on bid- 
ders’ lists in various Government procurement agencies, and, generally 
speaking, are continuing daily to work with the Defense Department 
in finding various ways and means to make available information on 
how to obtain contracts, to the small-business people of the country. 

Mr. Berts. It was my thought that while we were reviewing the 
activities of the Small Business Administration that that ought to be 
part of the record. 

I want to say that I agree with Mr. Widnall in what he said about 
the assistance you have given us in your testimony here. 

Mr. Barnes. Thank you, sir. 

I have some other statistics which are not in the record which per- 
tain particularly to the amount of work we have done on developing 
subcontracts for small businesses, and the number of requests that we 
have received from small businesses for assistance in that particular 
field, and I think it would be an interesting exhibit, which I will offer 
for the record at this point. 

Mr. Brown. It may be inserted. 

(The information referred to is as follows:) 
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Procurement and technical assistance 


Contracts with prime contractors for developing subcontracting 


I lid Site het aR RR etka ws Grate guaitel diataie om tase aloe a gmae et 4, 229 
Requests received for subcontractors_________________________- 9, 196 
Contacts with potential subcontractors____.___.____._.________ 10, 413 
Referrals to potential subcontractors___________._..__.-______- 18, 874 
Value of contracts resulting from referrals (those voluntarily re- 

aR TE al acaba Ss 07 a RRR A igh aie Hak a ES el $6, 022, 000 
Contacts with firms requesting procurement assistance (not inc- 

scam epien aya nsec A eee in ini ea ln doh dk 1 26, 774 
Referrals of prime contract opportunities_____________________- 223, 345 
Value of contracts reported resulting from above referrals________ 1 $185, 075, 000 
Firms recommended to contracting officers for specific procurement 

MeN clea ee cae boon cok Bd osha wacbacteceeskes 5, 051 
Additional sources of supply furnished upon specific request __ 13, 242 
Joint determination program: 

NT ea hawegomn wietihine ane os 2, 594 


co natal eld 9 le a eS d hd RI Sear ie $234, 528, 813 

Requests for products assistance______ Sao ee OR eee 32, 708 

Conferences held in field_____________ 288 
Private and public organizations, associ iations, and institutions 
with whom working relations have been established for 


products assistance programs____.____________.______--_- 310 
Inventions requesting production and sarin facilities 
(approximately) ______________. ot ee Ba 150 
Publications distributed ‘(through Apr. 15, 1955): 
A an lit i El SE 979. 663 
ERs STI SRLS AES ane ea 242, 720 
ce EE ey ee ae eee 56, 450 
SBA-Commerce cooperative publications - --____.....--.--- 28, 000 
Small business management series: 
ne I OD tc eee weanasacenten 285, 552 
Free distribution to educational institutions, publishers, 
ete ee) ee ee a ee etl eed 30, 500 
Contacts with applicants for certificates of competency_________- 1443 
Certificates of competency issued ___-___._......-..--.----..-- 81 


Plants visited in connection with production progress of certified 


NI oe ne a eee Se el ee ee ae ee oe tate 1, 878 
Engineering surveys (loans, certificates, preaward, — Se 11, 026 
Cases in which production and management assistance was given__ 10, 717 
Cases in which assistance was given in sachimeeatin materials and 

equipment__________- nics a ties il A Rage ht Sella E te 1, 579 


P _ Eastates only the period July 1, 1954, through Mar. 25, 1955. Statistics not available for period prior to 
u 
. Bes Washington office contacts. 


3 Beginning of program, February 1954 through Mar. 31, 1955. Washington and field. 





SMALL Business ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., May 19, 1955. 
Hon. Brent SPENCE, 
Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Spence: In accordance with the request of your committee made at 
the hearing on May 18, 1955, I am attaching hereto information pertaining to the 
number of inquiries and interviews relative to the financial assistance program of 
the Small Business Administration, which is compiled from the regional directors’ 
monthly reports of activities within the field offices. 

The attached exhibits A-1 and A-2 are excerpts from our Financial Assistance 
Manual (SBA-500, ch. III). Exhibit A-1 defines “inquiry’’; sets out the pro- 
cedures for the handling of inquiries and the disposal schedule of such inquiries. 

Exhibit A—2 points out that anyone coming into our offices for financial assist- 
ance has the opportunity to file a formal loan application if he so desires. 

The attached exhibit B is a breakdown by region and branch offices of the 
number of inquiries received within the defirition set out in exhibit A-1. 
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The inquiry forms are used to indicate the workload of offices and employees, 
and as a temporary record. It should not be assumed that each inquiry record 
represents an application for a loan, since persons merely seeking information are 
also listed. Also, there are duplications since a person who phones, writes a letter, 
and makes several calls in person in connection with a loan application would be 
listed under each category. If a loan application is filed the inquiry record is 
made a part of the permanent record. If there is no further action on the inquiry, 
the inquiry record is disposed of in accordance with the procedure set out in ex- 
hibit A-1. 

I trust that this information will be of assistance to the committee. 

Sincerely yours, 
WENDELL B. Barnes, Administrator. 


Exuisit A-1 
SBA-500 
CHAPTER III 


302 Procedure for handling inquiries. 


.01 Definition. An inquiry is defined as a personal, telephone, or letter 
contact made with a regional office concerning the financial assistance activi- 
ties of this Administration. Form SBA 149; Inquiry Record Form, is pre- 
scribed for recording inquiries. 

.02 Referral. The regional director shall determine where inquires should 
be referred. Ordinarily, however, it is expected that all inquiries concerning 
financial assistance will be referred to the financial specialist for handling. 

.03 Answering inquiries. Eligibility and credit requirements of the 
Administration and statutory limitations should be explained to the inquirer. 
Available assistance in obtaining private financial aid should be explained 
and the importance of bank participation in SBA loans emphasized. Filing 
of an application should be discouraged when, because of eligibility or credit 
considerations, there appears to be no possibility of authorizing a loan. 

.04 Filing and disposition of inquiries. Loan inquiries, replies, and re- 
lated documents shall be filed alphabetically by name of company, except 
when the inquirer appears as an individual, under the Subject Designation, 
Loans 9 of SBA-300, Administrative Services Manual, chapter V, Records 
Management, page 7 of exhibit Q. When a loan application is received, the 
related material of the inquiry file shall be brought forth and made a part of 
the loans 1 case files. All inquiries, replies, and related documents dated 
in a single 6-month period shall be maintained in a file established for that 
period; the date of the latest communication on each inquiry governs the 
file in which it and its preceding documents are to be filed. At the end of 
each 6-month period, the material remaining in the prior 6-month period 
file shall be destroyed under authority of general records schedule 14, item 4. 
The loan inquiries for August, September, and October, 1954, shall be held 
as a separate series to be destroyed on April 30, 1955. The loan inquires for 
November and December, 1954, shall be held as a separate series to be de- 
stroyed on June 30, 1955. Thereafter, the files shall be set up on a semi- 
annual basis. The first series to consist of the January through June series 
shall be destroyed on the following December 31. The second series to con- 
sist of the July through December series shall be destroyed on the following 
June 30. Through this system of filing and disposition of loan inquiries, 
screening will be eliminated, and the large bulk of the record holdings of SBA 
will be reduced. 

* * * + * * * 
303.04B If it appears that favorable action on the application is for any 
reason improbable, or if the regulations of any Federal agency preclude the use of 
the proceeds of the loan for the purposes intended, the applicant shall be so in- 
formed in writing in order that the application may be withdrawn. If the appli- 
cant desires, nevertheless, that the application be considered, it may be formally 
accepted, if found to be in proper form. 
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Small Business Administration: Number of inquiries and interviews relative to 
financial-assistance program, by regional and branch offices, July 1, 1954, through 


Apr. 25, 1955 
























































































































































Business loans Disaster loans Total 
in- 
: x 2 quiries 
Region Tele- —— Tele- Ra and 
phone | Letters| ; Total | phone | Letters! = Total | inter- 
calls sol calls —a view 
views | views Views 
| 
Ties i hd 986 | 2,026 | 1,618 | 4,630 | 1,054 | 3, 237 | 1,605 | 5,896 | 10, 526¢ 
Regional office __ 688 | 1,843 | 1,248] 3, 7 | 937 | 3, 226 | 1,449| 5,612] 9,391 
Hartford, Conn _- 298 183 370 | 1 | 117 11 | 156 284 | 1,135 
Il. New York...-.------ 5,446 | 2,424| 2,909|10,779| 261| 278| 61 600| 11,379 
Regional office ..|~ 4,025 | 1,959 |" 2,060 | 8,044 | 258 | 273 60 | 591 | 8,635 
Buffalo, N. Y_--- 719 245 285 | 1,249 | 2 4 1 | 7] 1,256 
Syracuse, N. Y__- 295 158 278 731 1 | 1 | 2 733 
Newark, N.J_..-| 407 62 286 755 | 755 
III. Philadelphia. _.____- 3,078 | 2404] 2,121| 7,603/ 191 | 324 | 152| 667) 8,270 
Regional office.__| 2,832 2,187 | 1,702 | 6,721 | 173 if 264 | 7 | 514 | 7, 235 
Pittsburgh, Pa_. 216 | "217 | ‘419 |" gae | | “60| 75 | 188) 1,035 
IV. Richmond_-__--.---.- 1,995 | 1,733 | 2,128 | 5,856 | 966 6 | 1,151 | 1,381 | e 3 498 | ~ 9,354 
Regional office _ _- 722 798 642 | 2,162 | 62 | 507 7 | 576° 2, 738 
Baltimore, Md__. 615 210 729) 1,554) = 175 | 80 | 363 618 2,172 
harleston | 
W. Va 340 | 305 434 | rene | 31 61| 89 181 | 1, 260 
Charlotte, N. C_- 318 420 323 | 1,061 | 698 | | 503 922 | 2,123) 3,184 
— 44 3 351 | —<—_—_————, | — | 
WN ecco ooo 5, 922 | 6,463 | 3,351 | 15,736 | 713 814 50 | 1,577 | 17,313 
Regional office...| 3,151 | 3,704 | 1,566| 8,421 | 688 809 13} 1,510| 9,931 
ontgomery, | | | } 
Ala. 382 988 317 | 1,687 | 9 | 3 | 421] 1,699 
Memphis, Tenn_- 908 544 655 | 2,107 | 16 | 2 37 55 2, 162 
Miami, Fla.._..-| 1,481 | 1,227 813 | 3,521 |_.- S 3, 521 
VI. Cleveland.__________| 5,997 | 5,208 | 3,045 | 15,240 | 08 ~ 98 | 796 48 | 942| 16,182 
Regional office-__| 2,942 | 3,896 | 1,790 | 8,628. | ~ 88 | 796 39 | 923) 9,551 
Detroit, Mich..._| 2,120 849 | 1,318 | 4, 287 | Biss. 6 | 11 | 4,298 
Louisville, Ky-_- 935 553 837 | 2,325 | 5 | 3 | 8 | 2,333 
WE Caines... Te m0 | 2, 649 | 2,964| 9,147; 13) £413! 42] 28] 9.175 
| | 
Lae mace office.__| 1,732 | 1,362 | 1,336 4, 430 | 10 | 9 | 2 | 21| 4,451 
ndianapolis, Ind 806 252 739 | 1,797 | 1 | 1 | 31. 1,700 
Madison, Wis_- 647 | 691 | 699 | 2,037 | | 2,037 
Davenport, Iowa 349 | 344 190 883 | 2 | 3 5 888 
yd __ —_——__—______. —E ——__— = 2S 
VIII. Minneapolis._....._.| 1,472 | 2,446 | 1, 006 | 4, 924 | 27| 745 9 781 | 5,705 
IX. Kansas City_____- --| 1,700 | 1,775 | 1,746 | 5,221 23 | 31 4 | 58 5, 279 
Regional office ___ 706 | 958 750 | 2,414 | 20 25 2 47 | 2,461 
Omaha, Nebr_- 399 581 | 522 1, 502 3 6 2 | ll 1, 513 
St. Louis, Mo-- 441 | 184 | 331 | 956 | } 956 
Wichita, Kans__- 154 52 143 | 349 | | 349 
X. Dallas____ | 4, 510 | 3. 3, 162 | 4.234 | 1 11.90 |) 193) 117| 299 609 12,515 
Regional office 1,686 | 1,503 | 1,430. | 4,619 | 172 115 295 582 | 5,201 
ean. Tex " 671 441 508 | 1,620 | 13 1 | 2 | 16 | 1,636 
New Orleans, La 975 405 673 | 2,053 | 2, 053 
Little Rock, Ark 472 287 767 | 1,526 |_- | 1,526 
Oklahoma City, } 
are 706 526 856 | 2,088 8 | 1 2 ll 2, 099 
XI. Denver_. ......| 1,017 | 2,162] 1,075| 4,254, 5] 100]... 105 | 4,359 
XII. San Francisco. 3, 095 1,025 845 | 4,965 | 93 173 | 34 | 300 5, 265 
XIII. Seattle_______- ; 1,315 | 2,727 | 1,750 | 5,792 9] 112] 7| (128| 5,920 
Regional Office... 357 1, 037 | 534 1, 928 | 3 | 98 2 103 | 2,031 
Portland, Oreg_ 57 800 669 | 2,046 | 6 | 14 | 5 25 2, 071 
Helena, Mont.___ 381 890 | 547 1,818 | \. |} 1,818 
XIV. Los Angeles......__| 4,498 | 564 | 2 2,820 | 7,882 | ~ Mi! 16| Z| 134] 8016 
Regional office _ _ 4,172 283 | 2,367 | 6,822 | 12 | 3 | 12 | 27 | 6,849 
Phoenix, Ariz___. 326 53 | 1, 060 | 29 | 13 | 65 107 | 1, 167 
Total, all re- Mac, —="|- a ie ne Rey f = 
SS eee enna ened 


32, 512 |113,935 | 3, 687 | 7,907 | 3,729 | 15, 323 | 129, 258 
| | 





Source: Office of Controller, Reports and Statistics Division, May 18, 1955. 
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Mr. Berrts. That is all I have. 

Mr. Brown. Mr. Bass. 

Mr. Bass. No further questions. 

Mr. Brown. Mr. Patman has a question. 

Mr. Parman. On prime contracts, Mr. Barnes—you have the power 
to take prime contracts, have you not? 

Mr. Barngs. Yes, sir. 

Mr. Patman. Have you taken any? 

Mr. Barnes. We have not; no, sir. 

Mr. Patman. The reason I ask that is the first Smaller War Plants 
Act—I was the author of that bill in the House and Senator Murray 
was the author of it in the Senate—did not permit the agency to take 
prime contracts and that agency found itself to be in a very weak 
position, but we later got an amendment to the act which permitted 
contracts to be taken, and after taking a few they found themselves 
to be in a much better bargaining position with the procurement 
agencies. Before, they just had the power of persuasion—which is 
what you say you use—and they would pay attention to them if they 
wanted to, and if they didn’t want to, they wouldn’t; but after the 
procurement agencies recognized that if they didn’t pay some attention 
to Smaller War Plants Corporation that Smaller War Plants would 
take the prime contracts, themselves, which they had the right to do 
under the law; they didn’t have to take many contracts until they 
could deal more easily and satisfactorily with the agencies. 

I am wondering if you wouldn’t recognize that and probably take 
some prime contracts yourself? 

Mr. Barnes. Mr. Patman, there have been several times when I 
have been very glad that that section was in the law. We recom- 
mend, of course, that it be retained as it is, and, generally speaking, 
we intend to use it, however, merely as a standby power that we 
could exercise if the need arose. 

In each instance, however, we have been able to solve the problem 
by other means—by making loans or taking some other kind of action. 

It is likely that that power would be used more often in wartime 
than it would be in peacetime, and my own objection to taking prime 
contracts is only that if the Small Business Administration takes a 
prime contract, it then must furnish a considerable amount of engi- 
neering services and other things, which makes it very expensive for 
the Government. 

Mr. Parman. That is right. But at the same time it shows that 
you have a weapon. 

Mr. Barngs. Yes, sir. 

Mr. Parman. Would you furnish a statement, Mr. Barnes, for the 
end of that period, April 25, showing the amount of money that you 
had on hand, in the Treasury, and in the different places where you 
had money on deposit? 

Mr. BarRNEs. Yes, sir. 

(The information referred to is as follows:) 
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ExuiBit K 
Revolving fund cash status as of Apr. 30, 1955 


Available in U. 8. Treasury for making advances by Treasury De- 





partment to Small Business Administration____........______- $55, 965, 000 
On deposit in U. 8. Treasury for disbursement by SBA for loans, 
ete. (normal daily balance averages less than $20,000) _________- 158, 232 
Loan collections deposited with Federal Reserve banks, in process of 
Se BGT). TB os itn tents daule teiweewenkiwakun 5, 367 
Loan checks issued and in process of delivery. ___......_-.---_--- 959, 318 
Total revolving fund cash on hand, Apr. 30, 1955__.____-_- 57, 087, 917 


In addition, $184,223 was on deposit in commercial banks representing col- 
lections on contracts assigned as collateral for loans. These collections are 
returned to the borrower if proper under the terms of the loan; otherwise, they 
are deposited in the U. 8. Treasury and applied as repayments on the loans. 

It should be emphasized that although the cash balance on April 30, 1955, 
was $57,087,917, only $24, 838, 822 was uncommitted and available for approving 
new loans. The difference is made up largely of deferred participation loans on 
which disbursement may never be required, and direct and immediate participa- 
tion loans in process of closing. 


Mr. Parman. Where do you do your banking business outside of 
the Treasury? 

Mr. Barnes. Our checks are made through the Federal Reserve 
banks. 

Mr. Parman. Through the Federal Reserve banks? 

Mr. Barnes. Yes, sir. 

Mr. Parman. And they are on deposit in the Federal Reserve banks, 
such as the Richmond Bank? 

Mr. Barnes. The Federal Reserve banks then transfer them into 
the Treasury. There are a few depository banks, as designated by 
the Treasury, in which accounts are maintained, which are called 
collateral accounts, in which the borrowers may pay money collected 
from contracts, or something of that sort, but I take it that you are 
referring merely to our own funds? 

Mr. Parman. To the funds that you have access to. 

Mr. Barnes. Yes, sir; that is only in the Treasury and the Federal 
Reserve banks. 

Mr. Parman. Do you not have any funds in commercial banks at 
all that you write checks on? 

Mr. Barnes. Not except these collateral accounts which are main- 
tained in the names of borrowers. 

Mr. Parman. All right, will you give us that statement as of the 
end of that period for the statement you gave the chairman, April 25, 
1955, as of that date the amount of the actual cash you have on hand, 
and where it is. 

Mr. Barngs. Yes, sir. 

(For data ask for above, see Exhibit K.) 

Mr. Patman. That is all. 

Mr. Brown. Thank you very much, Mr. Barnes, for your state- 
ment. You may be excused. 

Mr. Barnes. Thank vou. 

Mr. Parman. He will be available, I assume, Mr. Chairman, if 
something should come up on which we would like to interrogate 
him? 

Mr. Barngs. Yes, sir; I will be available. 

Mr. Brown. We have two other witnesses today, Mr. Burger and 
Mr. Kelly. 
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Is Mr. Kelly here? 
Mr. Ketty. Yes, sir. 
Mr. Brown. You may proceed, Mr. Kelly. 


STATEMENT OF WILLIAM F. KELLY ON BEHALF OF THE 
AMERICAN BANKERS ASSOCIATION 


Mr. Kexiy. Mr. Chairman, my name is William F. Kelly. I am 
executive vice president of the Pennsylvania Company for Banking 
and Trusts, Philadelphia, Pa., and chairman of the Small Business 
Credit Commission of the American Bankers Association. 

Incidentally, before making this statement, I would like to comment 
on the performance of the Small Business Administration. We have 
had an opportunity to observe it pretty closely. We have the highest 
regard for the technical competence and skill which Mr. Barnes, and 
particularly his associates, Mr. Engles, and Mr. Hipkins, have applied 
to this task. Having been in the business of making loans to small 
business for many years I think we have some conception of the 
complexity of the problem and the reports that we have gotten from 
the banks around the country, and I think the report which his 
Administration has submitted at quarterly intervals, has convinced 
us that they have done an excellent technical job, and I would like 
to make that comment. 

I am making this statement on behalf of this association in connec- 
tion with various bills which are being considered at this time by your 

committee. 

| The American Bankers Association, the membership of which 
consists of 97 percent of all the banks in the country, naturally is 
interested in the problems of small business since a majority of the 
banks making up its membership are small-business institutions. 

To illustrate the preponderantly small-business character of bank- 
ing, I should like to point out that of the 14,500 banks in the Nation 

only 1,000 have deposits of more than $25 million; 3,500 have deposits 

of between $5 million and $25 million; and approximately 10,000 have 

deposits of less than $5 million. 

It may be of interest to mention at this point that since the end of 
the war our association has had a special department called the 
small-business credit commission, whose activities are devoted en- 
tirely to the interests of small business. The commission concerns 
itself with encouraging banks not only to give sound advice and counsel 
to small-business concerns, but also to meet the varied credit needs 
of small businesses. It also concerns itself with aiding small-business 
firms through educational programs to develop sound management 
q practices and intelligent financial planning. 

This comprehensive program, begun in 1945, has resulted in greater 
cooperation between the smaller banks and the larger banks in serving 
the needs of all their customers, large or small. It led to the larger 
banks revitalizing their correspondent bank relationships so as to 
give greater assistance to smaller banks in negotiating and servicing 
loans to small business and in sharing in those loans with the smaller 
banks. The program also has resulted in many of the larger banks 
establishing small-business departments especially to encourage and 
handle this type of business. Other banks have authorized their 
installment credit departments to handle many of the smaller loans 
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for small-business concerns. As a matter of fact, it is estimated that 
between 25 percent to 30 percent of the outstandings of such depart- 
ments are loans to small business, covering automobiles, delivery 
trucks, machinery, store fronts, equipment, inventory, and accounts 
receivable. Still other banks have designated certain officers to 
specialize in handling loans to small business. 

During the past decade, loans in all banks in the United States 
increased from $25 billion to $87 billion. The last comprehensive 
survey covering the subject of loans to small business was made in 
1946 by the Board of Governors of the Federal Reserve System. It 
disclosed that 9 out of 10 loans held by banks at that time were made 
to concerns with assets of $250,000 or less, and 2 out of 4 loans were 
to concerns with assets of less than $50,000. Three out of four of the 
loans to small-business concerns were for amounts less than $5,000, and 
only 1 out of 20 of the loans was in excess of $25,000. This would indi- 
cate that banks generally were meeting the credit requirements of 
small business. 

Such information as is available indicates that the volume of loans 
and the type of loans made by banks support the conclusion that the 
picture, as shown in the 1946 survey of the Federal Reserve Board, 
has not changed. Furthermore, the number of applications received 
by the Small Business Administration during the 6-month period 
ending January 31, 1955, is so small in number that it raises serious 
doubt as to whether any substantial demand exists for credit outside 
of the banking system and other substantial private lending sources. 

The educational objective of the Small Business Credit Commission 
has been accomplished by giving small-business concerns advice and 
counsel in connection with their operations, and providing them with 
financial and other information, as well as special instruction on 
managerial subjects which would help them to improve their manage- 
ment and to chart their future business course intelligently. The 
importance of this program is emphasized by the fact that, according 
to studies by Dun & Bradstreet, Inc., in 88 percent of business failures 
the cause of failure was poor management and not lack of credit. 

Several years ago the Small Business Credit Commission, with the 
cooperation and active participation of universities and colleges, 
developed clinics and educational courses open to small-business men 
to provide a better understanding of such fundamental subjects as 
accounting, merchandising, insurance, taxation, etc. This program 
was furthered with the help of the Department of Commerce. Recently 
this program was adopted by the Small Business Administration, 
which agency has done an excellent job in continuing the promotion of 
these courses with the cooperation and cosponsorship of the American 
Bankers Association’s small-business credit commission. 

Shortly after its inception in 1944, the small-business credit com- 
mission sponsored the establishment of approximately 55 bank credit 
groups throughout the country to handle so-called marginal loans to 
small business. These groups were organized on a State or regional 
basis. The existence of the groups had the effect of stimulating the 
interest of banks generally in the financial problems of small business 
and ways in which to meet them. It soon became apparent that the 
primary financial requirement of small business often was not a need 
for loans but, rather, a need for equity capital. This led to a new 
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movement. The need for capital led bankers in the State of Maine to 
organize the Development Credit Corporation of Maine with the 
financial cooperation of the principal industries in the State. Since 
1949 this corporation has been supplying long-term equity capital 
to worthy business concerns. 

This movement has spread throughout New England. It is signifi- 
cant that in 4 of the 6 New England States in which credit corpora- 
tions have been active, no direct loans nor participation loans were 
made by the Small Business Administration in the period covered by 
its third semiannual report. I am glad to say that in the other two 
New England States in which credit corporations have been organized, 
Connecticut and Rhode Island, the corporations are now coming into 
activity. 

The Small Business Credit Commission of the American Bankers 
Association is actively encouraging legislation permitting the organiza- 
tion of additional development credit corporations in other States. 
Legislation has recently been enacted in Kansas, New York, and 
Wisconsin to permit the establishment of such corporations; and 
similar legislation is under consideration in four additional States, 
namely, Florida, Michigan, Oregon, and Virginia. 

I saw in the paper the day before yesterday that Governor Harriman 
has appointed a development committee in connection with their 
credit corporation. 

We are encouraged that still other States also are interested in 
these programs. 

A moderate amount of initial capital is supplied to these develop- 
ment credit corporations by private business and individuals, but the 
bulk of the funds used by them in making loans is provided by the 
banks. It is important to note that these corporations are fully 
subject to taxation, including their income, and enjoy no tax exemption 
such as that enjoyed by the Small Business Administration as a 
Government agency. 

The consistent position of the American Bankers Association over 
the years with respect to Government lending to private business is 
similar to the principles so well expressed in the recently published 
task force report of the Commission on Organization of the Executive 
Branch of the Government, known as the Hoover Commission. I 
should like to quote from that report: 

Ever since the depression of the early 1930’s we have made virtually a fetish of 
financial security for the individual, and by each successive governmental effort 
to enhance it, we have loaded more and more of the inherent financial risks of our 
economic life on the Federal Treasury. This was perhaps a natural and proper 
development to a considerable extent during World War II when a great industrial 
expansion was undertaken as the united effort of all of our people. However, it 
has continued since the war. Our risks have continued to grow, as they must 
with the growth in the volume of enterprise, but by our efforts to escape them 
as individuals or small groups we have assembled more and more of them in the 
national public debt where we hope they will somehow cease to plague us, or 
cancel one another out, or in any event, await the coming of future generations 
for their settlement. 

Where the Government lends to fill such a credit gap as this, ft is assisting 
unsuccessful competitors. The risks are the normal risks of conventional lending. 
But in addition the Government assumes responsibility for launching the projects 
which the borrowers could not launch through their own contacts in the private 
economy, and it does so without curing the defects which stood in the way. 
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When loans are made to business enterprises under these circumstances, the 
borrowers and their business associates are assisted in their competition with others 
who do not have the backing of the Government. This raises in each case the 
question of whether the general public gains more benefit from helping the other- 
wise unfortunate loan applicant than it loses by hindering his otherwise more 
fortunate competitor. It is not possible for the Government to assist one com- 
petitor without placing handicaps in the path of another. 

Before concluding my statement, I would like to comment on the 
bills, H. R. 4525, H. R. 5207, and H. R. 6301, under consideration by 
this committee, which, among other things, would extend the life of 
the Small Business Administration permanently. We are opposed 
to the extension of the life of the Small Business Administration on a 
permanent basis. We recommend that the lending functions of the 
SBA be terminated as no tangible proof has been offered to prove there 
is a need for the Government to engage in this field. Furthermore, 
the reports of the lending activity of the Small Business Administra- 
tion indicate that the costs of such services are far out of proportion 
to the benefits received by small business. We further recommend 
that the other functions of the SBA be transferred to the Department 
of Commerce where they could be carried out just as effectively and 
at much less expense to the taxpayer. The Department of Commerce 
is already staffed in Washington and in the field with personnel quali- 
fied to carry out a program of this character. In fact, the Depart- 
ment has long sponsored programs designed to meet the need for 
better management and higher standards of competency in the field 
of small business. 

If Congress, however, should determine that the Small Business 
Administration should be continued, then we suggest that such con- 
tinuation be for a period not longer than 2 years and preferably for not 
more than 1 year. This would permit Congress to have the oppor- 
tunity to review the activities of the Administration at the end of that 
time and then determine if there should be further need of such an 
agency and, if so, what additional changes should be made in its 
policies or methods of operation. 

We also are opposed to the elimination of the Loan Policy Board, as 
we feel that it has served a valuable purpose. It has coordinated two 
other departments of the Government also interested in the affairs of 
small business with the Small Business Administration. The Depart- 
ment of Commerce still is interested in the problems of both small and 
large business concerns. The Department of the Treasury is in- 
terested in the fiscal problems. We believe that this Loan Policy 
Board is functioning in a satisfactory way at this time and see no 
need for terminating it. 

We also do not see any necessity for increasing the loan limit from 
$150,000 to $250,000. A concern needing a loan in excess of $150,000 
cannot ordinarily be considered a small-business concern. Several 
years ago Dun & Bradstreet classified all active commercial and in- 
dustrial firms listed by it according to tangible net worth; 90.3 percent 
of such concerns had tangible net worth of $20,000 or less; 98.7 percent 
had tangible net worth of less than $200,000. Therefore, we believe 
that if this bill is intended to aid small business the loan limits as now 
provided are more than ample. 

I would like to add at that point that the reports published by the 
Small Business Administration would also seem to support that fact. 
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If Congress decides to continue the Small Business Administration, 
then we believe that H. R. 6301 and H. R. 5207 contain certain amend- 
ments which might be appropriate provided that any legislation is 
adopted: 

1. Should not change the present loan limit of $150,000; 

2. Should not extend the act beyond 1 year or 2 years at the outside, 
and 

3. Should not do away with the present Loan Policy Board. 

Mr. Brown. Mr. Wolcott, do you desire to interrogate the witness? 

Mr. Wotcorr. Mr. Kelly, on page 4 and page 5 you discuss the 
creation of the development credit corporations, especially in Maine, 
and you comment upon the fact that that is spreading to other States. 
And on page 5 of your statement you say: 

A moderate amount of initial capital is supplied to these development credit 
corporations by private business and individuals, but the bulk of the funds used 
by them in making loans is provided by the banks. 

Mr. KeEtty. Yes, sir. 

Mr. Wotcorr. By the word “them” I assume you mean the devel- 
opment credit corporations? 

Mr. Ketty. Yes, sir. 

I could explain in just a few words how that works. 

Mr. Woxcort. Where do the development credit corporations get 
the funds from the banks, and how are funds made available by the 
banks for loan? 

Mr. Kenty. Well, the development credit corporation gets a 
commitment, at the time it is organized, from certain banks who agree 
to participate in their activities, and these banks agree to make loans 
in the aggregate which will approximate a certain proportion of their 
capital and surplus, so all the banks in the given area within which the 
corporation is operating are participating in the program by agreeing 
to lend that corporation a certain amount of money. 

Now, actually, the transaction is not strictly in the form of a loan. 
They actually buy the obligations of the development credit corpora- 
tion. It amounts to the same thing, however. 

Mr. Wotcort. That is limited, you say, usually on a ratio between 
the capital and the surplus of the participating bank? 

Mr. Ketty. Yes, sir; each bank would agree that it would buy the 
obligations of the development credit corporation up to X percent 
of its capital and surplus. 

Mr. Wo.corr. Of the banks’ capita) and surplus? 

Mr. Ke.uy. Yes, sir. 

Mr. Wo .corr. Would that at any time constitute as much as 
25 percent of the assets of the development credit corporation? 

Mr. Ketiy. You mean the amount of their obligations which are 
purchased? I am not quite sure that I got that question. 

Mr. Wotcorr. The assets of the development credit corporation 
are made up by the credit made available to it by banks? 

Mr. Ke tty. Yes, sir. 

Mr. Wo tcort. In any event, would the credit made available by 
a bank exceed 25 percent of the available assets for lending purposes 
of the development credit corporation? 

Mr. Ketty. As the program is developed, it is entirely conceivable 
that it would, Congressman. You see, they would get an initial 
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capital, for example, of half a million dollars. That half million 
dollars would be loaned out by the development credit corporation 
for capital purposes, and on the strength or on the foundation of that 
capital they conceivably could sell a million to two million dollars 
of its obligations to the banks. 

Mr. Wo corr. Have you noted any possible prohibition against 
that practice in the proposals to limit the operations of bank holding 
companies, which are before this committee at this time? 

Mr. Ketiy. No. It has been called to my attention here that in 
the hearings before the Senate Banking Committee some information 
has been supplied to the Senate committee. 

Z Wo corr. Is this in connection with the bank holding company 
ill? 

Mr. Ketuy. No, in connection with the development credit cor- 
poration, which indicates that the total amount of their loans and 
the total amount of participation by banks. I will offer that for the 
record, sir. 

(The information referred to is as follows:) 
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Mr. Wo corr. I just wanted to clear up for our benefit, a subject 
ancillary to this but not directly connected to this bill. 

Mr. Brown. Mr. O’Hara, do you have any questions? 

Mr. O’Hara. Thank you, Mr. Chairman. 

Mr. Kelly, you have answered the question which has been in my 
mind, in my questioning of Mr. Barnes. I did not wish to leave the 
impression that I am opposed to the educational aspects of this matter. 
The Department of Commerce has a very good educational program. 
But I thought that what the Small Business Administration is doing 
is a feeble and wasteful duplication. It seemed to me that function 
belongs in the Department of Commerce and is being adequately 
exercised there. There should be no association of that work with the 
direct work of the Small Business Administration, which, as I see it, is 
to make capital available to small businesses, which are unable to get 
it through the usual banking channels. 

I take it from your testimony that you yourself think that is a 
duplication? Am I correct in that? 

Mr. Ketiy. That is correct; yes, sir. 

Mr. O’Hara. Now, with regard to the Loan Policy Board—and I 
have an open mind. I am only seeking information. The Loan 
Policy Board is composed of the Administrator of the Small Business 
Administration, the Secretary of Commerce, and the Secretary of the 
Treasury. Now, toa certain extent at least two-thirds of the member- 
ship of the Board, I would say, is more closely associated with big 
business than with small business. Don’t you think it would be wise 
to have the board of policy composed of a majority of members closer 
to small business or an advisory board composed of representatives of 
large business and small business? 

Mr. Ketiy. Well, there is quite a difference of opinion on that, 
Congressman. It is my opinion, and we have considered it at some 
length, that the Secretary of Commerce has equal responsibility, 
certainly, in his concern for small business, as well as for large business, 
and over the vears the Department of Commerce has been primarily 
charged with the responsibility for all business, whether large or small, 
and it seems to us that he is certainly, in sitting on that Loan Policy 
Board, is certainly in a neutral position, if we could use such a term. 

Mr. O’Hara. Don’t you think that the small-business interests 
should have a more direct voice in the rules fixed by the board of 
policy? Isn’t that our democratic way, to have all sides in interest 
represented on a board that makes a final determination? 

Mr. Ketuiy. Of course, the Administrator of SBA serves on that 
Board, and he is primarily charged under the act with that responsi- 
bility. 

Mr. O’Hara. I know, but he is only one-third. 

Mr. Ketiy. Well, the Secretary of Commerce, as I pointed out 
before, is responsible for all of business, large or small. So I would 
suggest that the Secretary of Commerce is equally responsible with 
the Administrator of the SBA to be concerned with the best interests 
of small business. 

Mr. O’Hara. You are opposed to the abolition of the Loan Policy 
Board as now constituted? 

Mr. Ketty. Yes, sir; it has been in existence now about 2 years, 
and in our judgment, as I stated in my testimony, we feel that the 
Small Business Administration has done an excellent technical and 
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professional job in the administration of this act, and we feel to a 
large extent that their success has to be attributed to the Loan Policy 
Board. 

Mr. O’Hara. But they haven’t made very many loans? 

Mr. Ke tty. I suggest the reason they haven’t made very many 
loans is that the demand for these loans has been overestimated. 

Mr. O’Hara. There have been many applications that have not 
been favorably passed upon. 

Mr. Keuuy. That is true in every credit operation, Congressman. 
Your demand for loans in many instances, as I pointed out in my 
testimony, actually is a demand for capital, and it is impossible, and 
I think it should be impossible, for every demand for capital or credit 
to be satisfied by means of a loan, either directly by the Government 
or guaranteed by the Government. 

The American way, in the development of industry, has been to 
develop businesses by investment of savings, and the application of 
risk capital, and our own experience over 32 years in this business is, 
and I can certainly testify to the fact, that a great many applications 
are made for loans and are rejected, in commercial banks, which 
actually are applications for capital. 

Mr. O’Hara. Is it your feeling that in the usual banking channels 
there is a sufficient source of supply for loans to small business? 

Mr. Ketiy. To answer the second part of your question, I would 
say yes, sir; that there are adequate resources within the banking 
system to take care of the demands of small business for credit. 

However, we do have 14,500 banks, and I don’t mean to suggest 
that the lending policies and the lending techniques, and perhaps not 
even the lending capacity of these banks, are at all at the same stand- 
ard. Various banks have adopted various policies with respect to 
their lending activities, which certainly are adopted by their boards 
of directors for good and sufficient reason. 

We do feel, however, on the basis of our surveys, and on the basis 
of the success a great many banks have had with loans, that the great 
majority of banks are actually serving the needs of small business. 

Mr. O’Hara. I appreciate having had the opportunity of listening 
to your testimony, Mr. Kelly. I appreciate. that the American 
Bankers Association represents all of our banking interests of the 
country, large banks, small banks and so forth, and I know that what 
you are testifying to comes from a great fund of experience and knowl- 
edge. I may not agree with you in everything, but I appreciate the 
opportunity of listening to you. 

Mr. Kexiy. Thank you. 

Mr. Brown. Dr. Talle? 

Mr. Tauue. No questions. 

Mr. Brown. Mr. Betts? 

Mr. Berrs. What is you definition, as to the distinction between 
equity capital and other types of capital? 

Mr. Ketiy. Well, Congressman, I think Mr. Barnes was involved 
in that a little bit in some of his testimony when he was discussing 
some of the reasons for rejecting a loan. One of the reasons, and a 
prominent reason, that he gave, for their rejection, was the fact that 
the amount of debt the company had in relation to its capital was out 
of proportion. 
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There is no rule of thumb method. For instance, in the public 
utility industry it has been customary for public utility companies 
to borrow a substantially large amount in relation to their invested 
capital. In fact, 66.33 percent is pretty much of a standard for 
public utility companies. However, in other industries, that ratio 
normally is a great deal smaller, where the funded debt of a corpora- 
tion might run to between 40 and 50 percent of their net worth. 
When that occurs the corporation that requires more funds will look 
to the sources of equity capital; in other words, they will look to the 
sale of eommon stock or the introduction of new capital through new 
partners in business, rather than the creation of new debt. 

With small business, generally speaking, I would say that the 
amount of money which will be loaned to a small business in relation 
to its net worth is usually higher. In our bank unless the company 
has some tangible collateral to offer, we would feel that any borrowing 
program which would be in excess of a hundred percent of their net 
worth would be getting out of line. 

Now, a great many companies, in order to expand, find a need for 
funds which they can’t match by introducing new capital into the 
business. A company that has a hundred thousand dollars worth of 
capital, for instance, that would have a hundred thousand dollars 
worth of debt, would not represent, again, in general terms, a good 
risk for further longer-term debt for the obvious reason that his 
investment in the company is already small in relation to his total 
obligations. 

Mr. Berts. Then I understand that equity capital is simply the 
word you used to sort of measure the difference between the indebted- 
ness and capital? 

Mr. Ketry. Well, equity capital is a term. Actually what that 
means is a net worth of a business. 

Mr. Berrs. That is what I meant. 

Thank you. 

Mr. Brown. Thank you very much, Mr. Kelly, for your statement. 
You may be excused. 

Our next witness is George J. Burger, vice president, National 
Federation of Independent Business. 

You may proceed, Mr. Burger. 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS 


Mr. Burcer. I am George J. Burger, vice president in charge of 
legislative activities, National Federation of Independent Business, 
740 Washington Building, Washington, D. C. Our national head- 
quarters are located in Burlingame, Calif. We also maintain division 
offices at New York City, Cincinnati, and Chicago. 

It must be understood by Members of Congress that no officer or 
group of officers is permitted to speak for the federation as to its 
position on any legislative or economic problems unless so directed 
by a nationwide poll of our members. The entire membership is 
polled and the results of these polls give the executive officers the 
authority to act in behalf of the members. 

The federation has a vital stake in the successful administration of 
the Small Business Administration Act. It will be found from the 
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record of the hearings before the House and Senate Banking and 
Currency Committees in May 1953 that the federation’s position was 
in full support of the proposed legislation with only one exception. 
We recommend that full control of the agency rest with the Adminis- 
trator, and that he be subject only to control of the Congress of the 
United States. Our position today, through nationwide vote, remains 
the same as it was in May 1953. 

The federation has in its employ approximately 200 field representa- 
tives who are calling on small-business men every day of the business 
week and they are in a position to get first-hand information on the 
success or failure of the Small Business Administration in carrying out 
the will of Congress. Further, the federation, through its head offices 
at Burlingame, Calif., and its Washington office, receives considerable 
numbers of requests for information from our membership as to pro- 
cedure under the Small Business Administration Act as to loans. In 
fact, it can be safely said that better than 80 percent of the inquiries 
as they apply to SBA from all sections of the Nation rest on the needs 
for financial assistance. The Washington office alone, during the 
life of the act, has assisted many hundreds in giving them the neces- 
sary information on procedure to follow in their contacts with SBA. 
At the same time, we have kept the Members of Congress acquainted 
with information coming from their districts on such inquiries. 

We have a very vital stake in the success of the Small Business 
Administration Act. We are not unmindful of the fact that if there 
are deficiencies in the administration of the act it would act as a 
boomerang to the federation. Consequently, we are watching develop- 
ments to bring about a successful administration of the act, and let it 
be understood for the record that the closest liaison and cooperation 
has existed between our office and the head office of SBA for a year 
or more. 

Our interest in the act itself began shortly after its approval by 
Congress. As is my custom every year, I visited the head office at 
Burlingame, Calif., in September 1953 and made it my business to 
confer with the regional director of SBA in Los Angeles, and in 
October 1953 with the regional office at Kansas City, Mo. In both 
of these visits, to be certain we had the story correct, I insisted that 
a third party be present at the conference. At the completion of the 
conference I directed the third party to make his report on the confer- 
ence and then I made my own individual report. The comparison 
was then made. We found a wretched situation existing in the 
administration of the act which we believed was far from the intent 
of the Congress. 

Upon my return to Washington I immediately contacted the 
Administrator, Mr. Mitchell, and arranged for a conference, which 
took place in his office on October 23, 1953. His various assistants 
were present during the 2-hour conference, and I believe the present 
Administrator, Mr. Barnes, who was then General Counsel, was 
also there. 

I advised Mr. Mitchell of our findings, namely, that the great 
majority of small business institutions could not qualify for loans due 
to the regulations instituted by the Policy Board. The regulations 
provided for loans only for those institutions in essential war work or 
essential industries. We found that the formal application which was 
presented to the applicant for completion brought about a situation 
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where the applicant would attempt to answer the questions in the 
form and would finally throw it up in disgust. 

At the conference I put the question to Mr. Mitchell as to who was 
setting the loan policy and was any policy he proposed vetoed by 
Treasury or Commerce Department heads. He asked me to give him 
the privilege of reserving an answer until a later date. 

His assistants urged, because of the importance of my findings, 
that a joint conference be arranged for with Treasury and Commerce 
officials, and the SBA, at which time I could relate again the story I 
had told on October 23, 1953. This conference took place on the 
afternoon of October 26, 1953, in the office of Mr. Randolph Burgess, 
who, I believe, is assistant to the Secretary of the Treasury. I also 
believe that Mr. Lothair Teetor, of the Department of Commerce, 
was present at this conference. I brought out in this conference two 
particular cases, one of a small battery manufacturer in the State of 
Minnesota, and the other a small furniture producer in the State of 
Georgia. In the first instance applications for loans were denied 
because it was ruled they were not in essential business. 

The outcome of these joint conferences was that a few days later a 
change was made in the management of SBA and then on November 
16, 1953, the entire policy was changed to permit all small business 
to participate in financial aid through the Small Business Adminis- 
tration Act. 

Shortly thereafter, Mr. Wendell Barnes was appointed Adminis- 
trator, and up to this very moment we have had no reason to register 
any objections to the present policy being carried out by the Small 
Business Administration insofar as financial aid to small business is 
concerned. The federation makes no recommendations one way or 
the other on any application for a loan. The application must stand 
on its own merits. 

I believe it was just about a year ago a subcommittee of the House 
Small Business, held hearings on the west coast, one in San Francisco 
and another in Los Angeles. In both instances federation officials 
appeared and gave testimony, and at one of these hearings the com- 
mittee questioned the federation witness on the advisability of raising 
the SBA loan ceiling to a higher bracket than the $150,000 limit. 
Following up the committee’s suggestion we polled our nationwide 
membership and the vote was in the negative. Knowing of our 
obligation to our members as to a successful administration of the 
act, again in one of my annual visits to the head office, in 1954, I 
held conferences with the directors of the regional offices in Los 
Angeles and San Francisco. At the conferences in these areas, 
federation president, C. Wilson Harder, accompanied me. I also 
conferred later with the regional director in Portland, Oreg. At 
that time a federation man was also with me. Then, again, before 
returning to Washington I conferred with the regional office in 
Minneapolis. 

In these recent conferences, not alone with the regional directors 
of SBA but also with small business people en route, we found two 
serious situations we hope have since been corrected. One was the 
reluctance of banks in certain areas to look with favor on the Small 
Business Administration Act. In some areas it was reported that 
correspondent banks were afraid to step in because they were fearful 
of antagonizing the larger banking institutions. It goes without 
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saying that the merger trend in banking institutions which is sweeping 
the Nation is of considerable concern to small business of this Nation. 
Financial control in the hands of a few large banking institutions 
certainly doesn’t tend to encourage small business of this Nation. 
The neighborhood banks in many areas of the Nation live with small 
business daily and when they cease to exist the impact on the future 
of small business will be most serious. We know from conversations 
with representatives of small banks of their alarm as to this merger 
trend. So it is more necessary then ever before that the Small 
Business Administration be continued as a permanent, independent 
agency. 

The second was the failure of the regional offices of SBA to have 
enough available material such as Government specifications or blue- 
prints of specifications. There was a limited number available and 
when they were gone that was the end of it. In some areas arrange- 
ments were made with the public libraries where these documents 
were available. However, it was most difficult sometimes for a small 
business institution to have to go down and look up copies and make 
analyses of them, and so forth. 

It is our hope that the committee will make certain that all avail- 
able information as to Government bids, forms, specifications, blue- 
prints, and so on, are available at all regional offices so that those 
small-business institutions who are interested in participating in Gov- 
ernment contracts may have such information in advance to permit 
them to qualify. 

It is significant and important to note that at recent hearings before 
the Small Business Committees of the Congress that the Treasury 
Department stated: 

The Treasury believes that under the provisions of the act and under existing 
policies, SBA has established an excellent record since its lending machinery 
went into operation. The Treasury believes that in the light of that record the 
life of the agency should be extended for a further period of 2 years. 

It is also to be noted that the small-business adviser for the Depart- 
ment of Defense, before the same hearings, stated: 

It is our view that the Small Business Administration is presently serving the 
best interests of the Nation in this way and that it can continue to do so. For 
these reasons we recommend the continuation of the Small Business Administra- 
tion beyond June 30, 1955. 

As a result of the mail reaching our head office at Burlingame, 
Calif., or the mail directed to the Washington office from members 
of the federation, all independent business, it can be said without a 
question of doubt that they desire this agency to stand on its own 
two feet, full control and management of the agency to rest with the 
agency itself, and not be made a part of any other agency of the 
Government, or have any controls vested in any other agency of the 
Government as to the overall policy of the Small Business Administra- 
tion. Control of the agency should rest with the Administrator and 
the Congress itself. 

The position the federation is taking as to the continuance of the 
agency is ratified and confirmed by two recent nationwide pools of 
its entire membership. The results of the polls are as follows: 

Poll No. 1: 76 percent for, 22 percent against, 2 percent no vote. 

Poll No. 2: 84 percent for, 11 percent against, 5 percent no vote. 
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It is to be noted, Mr. Chairman, that the first poll was made in or 
around October 1954, and the more recent poll was completed within 
the past 30 days. 

In conclusion, Mr. Chairman, the federation makes certain recom- 
mendations for the committee’s consideration: 

1. We believe that any and all top employees of SBA should have 
full and thorough knowledge of the basic problems of small business. 
They should have a human feeling for the problems facing small busi- 
ness. This should be a requisite before they go into a position. 

2. The regional advisory boards appointed by the agency should 
meet more often with the regional directors so that the directors will 
have more direct information on what is going on in their areas. 

3. We believe the committee should reexamine the appointments 
made to the National Advisory Board as it may be found that some of 
the members of that Board are a long way from an understanding of 
small business or being representative of small business. 

4. A more aggressive action on the part of SBA to secure a greater 
share of Government business, and particularly to exercise its right 
to take prime contracts where same can be channeled through groups 
of small business in the respective industries. We found in many 
areas that competent small engineering firms, for example, would be 
able to handle effectively prime contracts, singly or in groups, and 
possibly at lower cost to the Government. We urge special action by 
the committee in its direction to the agency on this. 

5. We believe that the committee should explore the privilege ex- 
tended to the regional offices in making loans up to $50,000 without 
consulting Washington. We would like to have the committee satisfy 
itself that in this permission there are no impediments and that it 
means just what it says. 

6. Our final recommendation, and we believe a very important one, 
so that the constructive help of SBA is not impaired through no fault 
of its own, is that we urge your committee to give special consideration 
and attention in making known to the antitrust agencies that they 
institute a more vigorous, consistent enforcement of the antitrust laws 
as the failure to enforce these laws can result m not alone destruction 
to small business but to defeat the intent of Congress in financial aid 
to small business. 

Mr. Chairman, it is to be noted that Mr. Barnes, SBA Adminis- 
trator, recently advised a committee of the Congress, and I quote: 

I recommend to the Congress that the statutory life of the agency be extended 
for an additional 2 years. 

It is our understanding that in the first instance, in the creation of 
the act by the Congress, the agency up to this moment has been on 
probation and I believe the record speaks for itself as to its overall 
value to small business, and the agency should now be made a perma- 
nent agency of the Government, with no statutory limitation as to 
expiration date as Congress can always take appropriate action to 
dissolve any agency of the Government that fails to continue its 
worth. 

Thank you for the opportunity, Mr. Chairman, to appear before 
your committee and express our views in behalf of small business of 
this Nation. 

Mr. Brown. Does any member desire to interrogate the witness? 
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We thank you very much for your excellent statement, Mr. Burger, 
and you may be excused. 


Mr. Burcer. Thank you, Mr. Chairman. 

Mr. Brown. We will adjourn subject to the call of the Chair. 
(Whereupon, at 12:37 p. m., the committee adjourned.) 
(Additional statement submitted to the committee follows:) 


STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS 


The National Association of Manufacturers is grateful for this opportunity to 
express its opinion with respect to the continuation of the life of the Small Business 
Administration, as proposed in the several bills under consideration by this 
committee. 

The association has a great and continuing interest in the progress and opera- 
tions of all industry, whether it be small, medium, or large. It recognizes that 
the vitality of small business is essential to the welfare and progress of this country. 
This is true inasmuch as over 80 percent of our 20,000 member firms who are 
engaged primarily in manufacturing activities, are characterized as ‘small 
business’”’ based on definitions used by various Government agencies. 

The bills which you have under consideration would either establish the Small 
Business Administration as a permanent agency of the executive branch of the 
Government or would extend its life from June 30, 1955, to June 30, 1957. The 
National Association of Manufacturers strongly recommends that the Small 
Business Administration be allowed to terminate on June 30, 1955, as provided 
in the present law, and such functions as are necessary and appropriate be 
transferred to the Department of Commerce. 

The Small Business Administration was established in 1953. The loan func- 
tions of the Reconstruction Finance Corporation and those functions performed 
by the Small Defense Plants Administration particularly with respect to technical 
and managerial aid to small business were transferred to this new agency. While 
the loan functions have not been duplicated by the Department of Commerce, 
many others have long been performed successfully by the Department. There 
is much duplication between the two agencies. 

The Small Business Administration has scme 40 regional and branch offices 
often located in the same area as the 33 field offices of the Commerce Department. 
Much of the material and services furnished by the two agencies are similar in 
nature. In fact, some of that furnished by the SBA, is obtained from the 
Department of Commerce. 

In the association’s opinion there is no justification to have in essence two 
Departments of Commerce. Since the preponderance of American enterprises 
are small, the Commerce Department has been giving special consideration and 
assistance to small business over many years. Moreover, it is our belief that 
for the most part the problems which should be of concern to Government are the 
same for all sizes of businesses. At the present time one of these is charged with 
servicing small business. Does that mean that the other is expected to concen- 
trate on medium and large business? The duplication of effort, personnel, and 
office space is highly wasteful and unjustifiable. The existence of both the 
Department cf Commerce and the Small Business Administration certainly is 
contrary to the expressed intent of the present administration to effect economies 
in governmental operations. 

Accordingly, we recommend that the functions of the Small Business Admin- 
istration as are necessary and appropriate be transferred to the Department of 
Commerce and that the Small Business Administration be allowed to terminate 
as of June 30, 1955. 
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TUESDAY, JUNE 28, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence, chairman, 
presiding. 

Present: Chairman Spence and Messrs. Brown, Patman, Multer, 
Barrett, O’Hara, Mrs. Buchanan, Mrs. Sullivan, Messrs. Fountain, 
Reuss, Mrs. Griffiths, Messrs. Vanik, Wolcott, Talle, Kilburn, 
McDonough, Widnall, Betts, McVey, Hiestand, and Nicholson. 

The CuarrMan. The committee will be in order. 

We are here with reference to the extension of the Small Business 
Administration, and will hear testimony from Mr. Hill and Mr. 
Van Zandt on. the bills which they have introduced on this subject. 
Since the committee’s last hearing on the extension of the Small 
Business Act of 1953, the Senate has passed its bill, S. 2127, and it 
will be made part of the record at this time. 


(The bill is as follows:) 


[S. 2127, 84th Cong., Ist sess.] 
AN ACT To amend the Small Business Act of 1953 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 204 (b) of the Small Business Act of 
1953 is amended by striking out the fifth and sixth sentences and inserting in lieu 
thereof the following: ‘‘ Not to exceed an aggregate of $175,000,000 shall be out- 
standing at any one time for the purposes enumerated in sections 207 (a) and (b).”’ 

Src. 2. (a) Section 205 (a) of the Small Business Act of 1953 is amended (1) 
by striking out ‘‘require bonds of them, and fix the penalties thereof”’ and inserting 
in lieu thereof ‘‘to provide bonds for them in such amounts as the Administrator 
shall determine, and to pay the costs of qualification of certain of them as notaries 
public’”’, and (2) by inserting at the end thereof the following: ‘‘Subject to the 
standards and procedures under section 505 of the Classification Act of 1949, as 
amended, not to exceed 15 positions in the Small Business Administration may be 
placed in grades 16, 17, and 18 of the General Schedule established by that Act, 
and any such positions shall be additional to the number authorized by such sec- 
tion.”’. 

(b) Section 205 (b) (7) of such Act is amended by inserting immediately follow- 
ing ‘‘all actions” the following: ‘“‘, including the procurement of the services of 
attorneys by contract,’’. 

(c) Section 205 (c) of such Act is amended by adding at the end thereof the 
following: ‘‘Any individual so employed may be compensated at a rate not in 
excess of $50 per diem, and, while such individual is away from his home or regular 
place of business, he may be allowed transportation and not to exceed $15 per diem 
in lieu of subsistence and other expenses. The President is authorized to provide 
by regulation for the exemption of any such individual from the operation of 
sections 281, 283, 284, 434, and 1914 of title 18 of the United States Code and 
section 190 of the Revised Statutes (5 U. 8. C. 99).’’. 

Sec. 3. (a) Section 207 (a) (2) of the Small Business Act of 1953 is amended 
by striking out ‘‘$150,000” and inserting in lieu thereof ‘‘$250,000’’. 
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(b) Section 207 (b) of such Act is amended by inserting immediatel) following 
the word “‘loans”’ the words ‘‘(either directly or in cooperation with banks or other 
lending institutions through agreements to participate on an immediate or deferred 
basis)’’, and by inserting immediately before the colon preceding the proviso the 
following: ‘‘, including necessary or appropriate loans to any small-business 
concern located in an area where a drought is occurring, if (1) the Administration 
determines that the small-business concern has suffered a substantial economic 
injury as a result of such drought, and (2) the President has determined under the 
Act entitled ‘An Act to authorize Federal assistance to States and local govern- 
ments in major disasters, and for other purposes’, approved September 30, 1950, 
as amended (42 U.S. C., sees. 1855-1855g), that such drought is a major disaster, 
or the Secretary of Agriculture has found under the Act entitled ‘An Act to abolish 
the Regional Agricultural Credit Corporation of Washington, District of Colum- 
bia, and transfer its functions to the Secretary of Agriculture, to authorize the 
Secretary of Agriculture to make disaster loans, and for other purposes’, approved 
April 6, 1949, as amended (12 U. 8. C., sees. 1148a—1—1148a-3), that such 
drought constitutes a production or economic disaster in such area’. 

(c) Section 207 of such Act is further amended by inserting after subsection (¢) 
a new subsection as follows: 

“(f) To further extend the maturity of or renew any loan made pursuant to 
subsection (a) or (b) of this section, beyond the periods stated therein, or any loan 
transferred to the Administration pursuant to Reorganization Plan Numbered 2 
of 1954, for additional periods not to exceed ten years, if such extension or renewal 
will aid in the orderly liquidation of such loan.” 

Sec. 4. Section 214 of the Small Business Act of 1953 is amended by inserting 
before ‘“‘mobilizing’”’ the words ‘‘maintaining or’’. 

Sec. 5. (a) Section 218 (a) of the Small Business Act of 1953 is amended by 
striking out ‘“‘(a)”’ immediately following ‘‘Src. 218.’’. 

(b) Section 218 (b) of such Act is hereby repealed. 

Sec. 6. Section 221 of the Small Business Act of 1953 is amended by striking 
out the figures 1955” and inserting in lieu thereof ‘‘1957”’. 

Passed the Senate June 6 (legislative day, May 2), 1955. 

Attest: 

FELTON M. JOHNSTON, 
Secretary. 


The CHarrmMan. Mr. Hill, you may proceed. 


STATEMENT OF HON. WILLIAM S. HILL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF COLORADO 


Mr. Hitt. Mr. Chairman and members of the committee, it is 
always a pleasure to appear before this committee, and it is doubly so 
when one is appearing in support of something that will accomplish as 
much for an important segment of our economy as will the bill now 
before you that I introduced, H. R. 5207. 

Mr. Chairman, in order to conserve the time of the committee, and 
due to the fact that I am past due at my own committee on Agri- 
culture—— 

The CuHarrman. Mr. Hill, will you talk into the microphone? 

Mr. Hit. I will cut my remarks and file them, if you will give me 
that permission, and only use a few moments. 

The CHArRMAN. Yes, you may proceed just as you please. If 
there is anything you desire to present for the record, you may do so. 

Mr. Hii. Thank you very much. 

All I would like to say is this: The history and the growth of this 
Nation, undoubtedly, in my personal opinion, rests on the very 
foundation that we have always had independence of small-business 
firms, and the day we lose our way on that one point, as far as our 
economics are concerned, I am certain we are in difficulties. 

I will read just part of my statement: 
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To abolish the agency, that is SBA, would be unthinkable. To place 
it under the jurisdiction of one of the other executive departments as 
a subordinate division would contravene the expressed will of the 
Congress taken on two previous occasions. We long ago recognized 
the peculiar position of small business in our economy, and have 
realized the inability of existing Government agencies to properly 
service and counsel the small businesses of the country. Otherwise, 
there would have never been a small business administration of any 
description. 

The uncertainty of the tenure that is generated by repeated 2-year 
extensions of the agency causes difficulty in processing loans, particu- 
larly on a participating basis. You will remember that the bill I 
introduced makes this a permanent agency. Banks are not as apt to 
cooperate fully on loans when the administrative agent of the Govern- 
ment participating in the loan threatens to go out of business in 
24 months. It is unthinkable, really and truly it is; if you were a 
banker dealing with a Government agency, and they were apt to 
disappear, as far as their legal operations were concerned within 
2 years, you would take quite a look at the loan before you became a 
part of it. 

Recruitment of personnel is another serious problem to any tem- 
porary agency. Research studies, such as the products assistance 
program, are curtailed in the latter stages of the statutory life of an 
agency because prudence dictates that no study be started that cannot 
be completed before the agency dies. 

For these reasons, and many others, I personally hope the com- 
mittee will give serious consideration toward making this a permanent 
agency. 

As members of your committee well know, any session of any 
Congress can repeal or amend any act creating the agency, so you 
still have it within your power to amend it, change it, or completely 
repeal it. 

Moreover, we can be sure that as long as the need for a small- 
business agency continues to exist the appropriate committees of the 
Congress, and particularly the small-business committees will dili- 
gently follow the activities and usefulness of the SBA. These safe- 
guards obviate the necessity for a fixed termination date. 

For 2 years the agency has demonstrated its worth. Its usefulness 
will be greatly enhanced by giving it full status emong the depart- 
ments and agencies of Government. It should be made permanent. 

Mr. Chairman, I will file a supplementary statement, and also 
additional testimony that I would have given this morning had I had 
more time, and if there are any questions—— 

The CuHarrMan. You may file your statement. 

(The material referred to is as follows:) 

Tue LIBRARY OF CONGRESS. 
LEGISLATIVE REFERENCE SERVICE, 
Washington 25, D. C., June 10, 1955. 
To: Hon. William 8. Hill, (attention: Mr. Dalmas). 
From: American Law Division. 
Subject: Applicability of State fair trade laws to sales in the Federal Government. 
1. Do any of the State fair trade laws contain provisions expressly exempting 


therefrom sales of fair-traded articles to the United States? 
No. 


(a) The following States provide that their fair-trade laws shall not apply to 
sales to the governments of the State and of its municipal subdivisions. 
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New York: (Gen. Bus. Law (McKinney, supp. 1954) sec. 369—-a (3)) (also 
exempts sales to public corporations and college or university libraries.) 

North Carolina: (Gen. Stat. Ann. (Michie, 1950) secs. 66-57.) 

(b) The following States grant an even more limited exemption; namely, that 
their fair-trade laws shall not regulate or limit the prices at which printed materials 
are sold to libraries, whether maintained by the State or by private, nonprofit 
associations. 

Illinois: (Ann, Stat. (Smith-Hurd, supp. 1954) ch. 121% sec. 190.) 

Massachusetts: (Ann. Laws (Michie, 1954) ch. 93 sec. 14A) (also exempts 
sales of printed matter to governmental agencies.) 

Pennsylvania: (Stat. Ann. (Purdon, 1953) Lit. 73 sec. 9.) 

Rhode Island: (Laws 1942 ch. 1227, sec. 2.) 

Tennessee: (Code Ann. (Williams, supp. 1952) sec. 6770.4a.) 

2. Opinions of commentators, State and Federal administrative officers and 
courts concerning the applicability of State fair trade laws to sales to the Federal 
Government and State governments. 


(A) OPINIONS OF STATE ATTORNEYS-GENERAL 

Michigan 

The Fair Trade Act containing no exemptions, a sale to the State or to one of 
its local subdivisions is not exempt. The act applies to retailers who sell fair- 
traded merchandise to the State or its subdivisions (OAG. Jan. 17, 1952; 1952 
Trade Cases, par. 67, 231). 
Minnesota 

Inasmuch as a State is not bound by a law unless specifically named therein or 
unless an intention to bind is clearly and unmistakably stated, sales to the State 
are exempt from the Fair Trade Act. A contract made under the authority of 
this law does not apply to a sale made to a city, village, town, county, or school 
district. This act also does not apply to the parties from whom the State pur- 
chases its merchandise (OAG, 681—A; Feb. 5, 1951; OAG, 681—A; Apr. 9, 1951; 
1950-51 Trade Cases, pars. 62, 775; 62-815). 
Nebraska 

The State, its agencies, and its subdivisions are not within the purview of its 
Fair Trade Act (1939-42 OAG 388; Feb. 20, 1942; Commerce Clearing House, 
Inc., Trade Regulation Service, par. 7288). 


New York 
Sales to the State are not affected by fair trade agreements (1949 OAG 98). 
North Dakota 


Sales to the State government are exempt from the fair trade laws (OAG; 
June 7, 1941; Commerce Clearing House, Inc., Trade Regulation Service, par. 
7288). 

Wisconsin 
Inasmuch as the Fair Trade Act contains no exemption, a sale to the State at 


a price below that established in a resale price maintenance agreement would be 
an unfair trade practice (28 OAG 179 (1939)). 


B. DECISIONS OF STATE COURTS 


Literally construed, the provisions of State fair trade laws enumerating the 
types of price-fixing, or resale price maintenance agreements authorized there- 
under, do not embrace sales contracts entered into by the manufacturer directly 
with the consumer. On the strength of this interpretation, it accordingly would 
be permissible for a manufacturer to seJl his fair-traded articles directly to con- 
sumers, in this instance the United States Government, at prices lower than the 
resale prices fixed in his agreements with wholesalers and retailers, and not 
thereby forfeit, on grounds of unfair price discrimination, the remedies afforded 
him by such laws against price cutters. 

Utah, however, is the only fair-trade State whose appellate court has adopted 
this construction. The latter has ruled that the fair-trade law was not designed 
to compel manufacturers to sell to everyone at the same price. It merely permits 
manufacturers to enter into contracts to control the prices at which their products 
can be resold. As a result, a manufacturer in Utah, when sued for nonfulfillment 
of his contract to sell his product to a sales representative at a price below that 
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fixed in other resale price-maintenance contracts, could not defend on the ground 
that he could not honor this contract without violating the terms of his resale 
price-maintenance contracts (Burt v. Woolsulate, Inc. (1941) 146 P. 2d 203). 
The view prevailing in other fair-trade States is that a manufacturer is barred 
from equitable relief by his own price cutting, even though limited to sales 
directly to consumers. As long as the latter holding continues to be a majority 
view, it is obvious that manufacturers will be deterred, by prospective loss of 
effective relief against price-cutting wholesalers and retailers, from offering their 
products to the Federal Government at prices lower than those established in 
resale price-maintenance contracts with such wholesalers and retailers (Rudolph 
Callmann: Unfair Competition and Trade-Marks (2d ed., 1950), p. 495). 


C. OPINIONS OF UNITED STATES ATTOPNEY GENERAL 


The following opinions are not directly in point, but they sustain the relevant 
principle that governments are not bound by provisions contained in their own 
laws unless expressly named therein or unless the application of such laws to the 
government is clearly implied. Arguing by analogy, it would be possible to derive 
support from these opinions for the conclusion that the Federal Government never 
intended to subject itself to any material disadvantage when it adopted the 
McGuire-Keogh Act (U. 8. C. 15:45) and, conformably to the established prin- 
ciple, the exemption from antitrust laws accorded by that act to resale price 
maintenance contracts does not therefore extend to contracts fixing the price at 
which commodities are to be sold to the United States: 

(1) (88 OAG 452 (Apr. 20, 1936)) the provisions of the Federal Motor Carrier 
Act relating to minimum rates to be charged by contract carriers do not apply to 
contracts with the Federal Government, and contract carriers may quote the 
Government lower rates than those contained in schedules filed with the Inter- 
state Commerce Commission. The Motor Carrier Act does not expressly or 
impliedly subject to its provisions contracts with the Government. A contrary 
conclusion not only would be in conflict with Federal public policy expressed in 
statytory requirements that contracts be let to the lowest responsible bidder, 
but also would be in opposition to the established rule of common law that the 
sovereign authority is not bound by a statute which tends to diminish its rights 
or interests unless it is named therein. 

(2) (88 OAG 539 (Dec. 28, 1936)) the Robinson-Patman Act (U. 8. C. 15:13) 
forbidding price discrimination is not applicable to Government contracts for 
supplies. Consequently, no violation of this act occurs when suppliers offer to 
supply the Federal Government at special prices below those prevailing in the 
regular market. It is doubtful, moreover, whether equality of treatment is 
violated in granting preferential rates to the Federal Government. (See also 
31 Comp. Gen. 51 (1951).) 


D. DECISIONS OF FEDERAL COURTS 


No factually pertinent Federal court decisions have been found containing a 
definitive answer to the question: Are State fair trade laws applicable to sales to 
the United States? An affirmative answer thereto is suggested by the following 
statements of the Supreme Court in Penn Dairies v. Milk Control Comm’n. 
((1943), 318 U. S. 216, 2738, 275, 277-278). In that case the Court upheld, for 
reasons hereinafter set forth, the refusal of the Pennsylvania Milk Control Com- 
mission to renew the license of a dealer who had sold milk at lower than the 
minimum price fixed by that agency to a United States Army camp constructed 
after passage of the State milk control law and on land as to which title and 
jurisdiction had been retained by Pennsylvania. In so ruling the Court empha- 
sized that provisions in Federal procurement laws (U. 8. C. 41:5) requiring 
contracts to be let to lowest responsible bidder are not to be construed as setting 
aside local price regulations and are not inconsistent with acceptance by Federal 
officers of locally regulated prices. That Congress was competent by express 
enactment to direct such officers not to conform their purchases to prices fixed 
by the State the Court appeared to acknowledge; but it concluded that an 
unexpressed purpose of Congress to set aside State laws regulating their internal 
affairs was not lightly to be inferred. A diametrically opposed result, involving 
the California milk control law, also was announced by the Court on the same 
day, but was distinguished on the ground that the California law was enacted 
subsequently to the development of the airbase involved and that the sales of 
milk at less than the State minimum price were consummated Within a Federal 
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area as to which exclusive Federal jurisdiction had been acquired (Pacific Coast 
Dairy v. Dept. (1943) 318 U. 8. 285). 

Another pertinent rule frequently announced in Federal court decisions is that 
in the absence of a contrary Federal statute, the Federal Government, when 
contracting with its citizens, subjects itself to the same rules of law as those 
that govern private individuals (Hughes Transp. Co. v. U. S. (1954) 121 F. 
Supp. 212). 


E. RULINGS OF THE COMPTROLLER GENERAL 


A Federal contracting officer is under no duty to determine whether prices 
quoted by a bidder were in conformity with the terms of resale price maintenance 
agreements entered into by manufacturers and suppliers. Consequently a bidder, 
having entered into a valid contract with Federal officers, cannot withdraw his 
bid on the ground that the prices quoted were lower than those contained in resale 
price contracts to which he was a party (28 Comp. Gen. 527 (1949)). 


F. OPINIONS OF COMMENTATORS 


If a price is legally established for a commodity, it may be held binding even on 
sales to the Federal Government in the absence of an exemption in the fair trade 
contract or in the State fair trade law itself (Commerce Clearing House, Inc. 
Trade Regulation Service, par. 7288). 

However, the trademark owner, the producer of the fair-traded article, may, 
without being guilty of unfair discrimination, specify in his resale price mainte- 
nance contracts that the manufacturer’s sales to Government agencies shall not 
be subject to the provisions thereof (Callman, op. cit., p. 496). 

3. Conclusions: 

In the light of the conflict of opinion recorded in the aforementioned sources, 
probably the only correct conclusion that can be advanced is that it is within the 
competence of Congress to resolve this controversy by enacting an amendment to 
the MeGuire-Keogh Act (U. 8. C. 15:45) expressly providing that the exemption 
contained therein does not extend to contracts to sell supplies to the Federal 
Government. By way of addition it may be appropriate to note that the wight 
of analagous authority; to wit, the opinions of commentators, the first cited Su- 
preme Court decision (Penn Dairies v. Milk Control Comm’n.), and, above all, the 
1949 ruling of the Comptroller General, afford support for a finding that Federal 
purchases are subject to prices established by resale maintenance contracts. 
Certainly, if a contrary verdict could be reached, it is reasonable to assume that 
the Comptroller General would have founded his ruling on a broader basis than the 
binding force of the contract entered into by the bidder, and would have amplified 
his conclusion by an observation to the effect that Federal procurement officers, 
by reason of the exemption of the National Government from the McGuire- 
Keogh Act, were not authorized to contract at prices established in resale price 
maintenance agreements. 

Insofar as a contrary conclusion is defensible, it would appear to be limited to 
such States as Utah, where manufacturers have been held to be privileged to sell 
directly to consumers at prices below those established in their contracts with 
wholesalers and retailers, and Minnesota, New York, North Carolina, and North 
Dakota, whose fair trade laws either contain provisions expressly exempting sales 
to State governmental agencies or have been so construed by their attorneys 
general. As to the latter, it might be contended that the legislatures which 
enacted them did not intend to subject the Federal Government to less advan- 
tageous treatment than their own or that the omission of the Federal Government 
from an exemption expressly or impliedly accorded to thier State governments 
resulted from an assumption, tenable at the time of enactment, that pursuant to 
the doctrines of national supremacy and intergovernmental immunity the Federal 
Government could not validly be subjected to resale price maintenance agreements. 

Fair trade laws in the following States have been rendered either wholly void 
or inapplicable to nonsigners by virtue of adverse decisions rendered by their 
courts: 

Inapplicable to nonsigners: Florida, Michigan. 

Inapplicable to nonsigners and probably void in its entirety: Arkansas, Ne- 
braska, Virginia (trial court decision). 

Void: Georgia, Oregon (trial court decision), Utah (trial court decision). 


NORMAN J. SMALL, 
American Law Division. 
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ProposED AMENDMENT TO H. R. 5207 
That the Small Business Act of 1953, as amended, is hereby further amended 
as follows: 


Section 205 (b) (7) is amended by inserting immediately following the words 
“all actions” the words: ‘“‘including the procurement of the services of attorneys 
by contract.” 


COMMENT 


Under the authority of this subsection as now written, the Administration has 
since the inception of its lending program retained private law firms on a contract 
basis to perform professional services in connection with its loan closings and 
other legal matters where economies could be effected, rather than employ full- 
time staff attorneys with attendant travel and other expenses. Although pay- 
ment of invoices of counsel retained pursuant to the authority contained in this 
subsection has been authorized by the Comptroller General, he has recommended 
an amendment which would specifically authorize the retention of such counsel. 


PROPOSED AMENDMENT TO H. R. 5207 


In lines 4 through 11, page 2, of H. R. 5207, strike out the words: 

“The President is authorized, to the extent he deems it necessary and appropri- 
ate in order to carry out the provisions of this Act, to place positions and employ 
persons in grades 16, 17, and 18 of the General Schedule established by the Classi- 
fication Act of 1949, as amended, and such positions shall be additional to the 
number authorized by section 505 of that Act.” 


and substitute in lieu thereof the following: 

“Subject to the standards and procedures under section 505 of the Classifica- 
tion Act of 1949, as amended, not to exceed 15 positions in the Small Business 
Administration may be placed in grades 16, 17, and 18 of the General Schedule 
established by that Act, and any such positions shall be additional to the number 
authorized by said section.”’ 

COMMENT 


it has been recommended that as a matter of policy and for the sake of standard- 
ization the above proposed language be used. 


PREPARED STATEMENT OF HON. WILLIAM S. HILL, A REPRE- 
SENTATIVE IN CONGRESS FROM THE STATE OF COLORADO 


Mr. Hint. Mr. Chairman and members of the committee, it is 
always a pleasure to appear before this committee and it is doubly so 
when one is appearing in support of legislation that will accomplish 
as much for an important segment of our economy as will the bill 
now before you, H. R. 5207. 

Our country’s preeminence in the field of industrial production has 
been due to the ingenuity and resourcefulness of the American busi- 
nessmen who have created the mightiest flow of goods and services the 
world have ever seen. 

The history of that growth has been the often repeated story of a 
small business growing into a large one. But as more and more of 
our industrial concerns become giants the opportunity of the little 
business to grow becomes less and less. There is no lack of ingenuity 
or of ability in the small-business man, but the complexities of com- 
peting with large, well-financed firms usually makes it difficult for the 
little business to get up the momentum to grow and prosper in our 
industrial community. 

It is in this area of competitive enterprise that the Small Business 
Administration has contributed to the welfare of our small-business 
concerns throughout the Nation. 
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The hope of every man or woman who starts to supply goods or 
services to our economy is that he or she will be able to grow and 
prosper. That is the basic concept of our so-called capitalistic system. 
Once we allow this opportunity for small business to be stifled so that 
opportunity in business exists only for a few we have indeed lost our 
way. 

We learned through experience in World War II, and again during 
the Korean conflict, that in order to maintain a sound production base 
for all-out mobilization we must have large numbers of small manu- 
facturers ready to produce defense goods at a moment’s notice. It is 
only with this broad production base available that we can feel gen- 
uinely ready to cope with any eventuality which might arise in these 
troubled times of international unrest. 

The need for counseling and help for small business has been 
recognized by the Congress for many years. Three times in the past 
14 years the Congress has established agencies to assist small business. 
The basic problems of the past 14 years are still with us, and will con- 
tinue to be present so long as we have small businesses. 

There is nothing inconsistent with the principles of sound business 
or sound government to provide a central agency where small busi- 
nesses can go for advice and help. Our philosophy of government is 
primarily that government should do for the people only that which 
they cannot do for themselves. It is manifestly impossible for small- 
business men to maintain expensive research organizations or to pay 
representatives in Washington and the many other widely separated 
centers where events affecting their interests are taking place. 

As the first peacetime, independent Government agency devoted 
exclusively to assistance to small business, the Small Business Admin- 
istration has been pioneering in the field. I would not attempt to 
tell you that the SBA has approached the full scope of what can and 
should be done to answer the problems of small business, but I do 
believe it has demonstrated that there is much that Government 
can do to aid and foster small business. 

As you gentlemen know, I sponsored legislation in the 83d Congress 
which led to the formation of the present Small Business Adminis- 
tration. The law that resulted from the several bills introduced at 
that time provided for the agency only until June 30 of this year. 
It is important that Congress act as expeditiously as possible to 
extend the authority for the Small Business Administration so there 
will be no lapse in its operation. 

That the need for some agency to guide small business exists is 
pretty well recognized by the Congress. My purpose in introducing 
H. R. 521 and H. R. 5207 was to provide for the permanent continu- 
ation of the agency. 

I will not go into the technical provisions of the two bills. The 
departmental report cover these points and they have been fully 
covered by representatives of the agency in their testimony. It is 
my understanding that three amendments have been recommended 
by the Small Business Administration in addition to those included 
in H. R. 5207. Two of those amendments, dealing with the hiring 
of contract attorneys and the hiring of supergrade personnel are 
perfecting in their effect and I have no objection to them. The third 
amendment would extend the agency for 2 years instead of making 
it permanent as my bill calls for. With this amendment I do not agree. 
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As I pointed out earlier we have had 3 temporary small-business 
agencies in the past 14 years. If we extend the life of the Small Busi- 
ness Administration for only 2 years the matter must again be the 
subject of consideration by congressional committees. We all know 
that neither small business nor its problems will disappear in 2 years. 

To abolish the agency now would be unthinkable. To place it 
under the jurisdiction of one of the other executive departments as a 
subordinate division would contravene the expressed will of the Con- 
gress on two previous occasions. We long ago recognized the peculiar 
position of small business in our economy and have realized the in- 
ability of existing governmental agencies to properly service and 
counsel the small businesses of the country. Otherwise, there would 
have never been a Small Business Administration of any description. 

The uncertainty of tenure that is generated by repeated 2-year 
extensions of the agency causes difficulty in processing loans, particu- 
larly on a participating basis. Banks are not as apt to cooperate fully 
on loans when the administrative agent of the Government participat- 
ing in the loan threatens to go out of business in 24 months. Recruit- 
ment of personnel is a serious problem for the agency. Research 
studies such as the products development program are curtailed in 
the latter stages of the statutory life of the agency because prudence 
dictates that no study be started that cannot be completed before the 
agency dies. These reasons all call for an indefinite life for the agency. 

As members of your committee well know, any session of any 
Congress can repeal or amend any act creating the agency. Moreover, 
we can be sure that as long as the need for a small-business agency 
continues to exist, the appropriate committees of the Congress, and 
particularly the Small Business Committees, will diligently follow 
the activities and usefulness of the Small Business Administration. 
These safeguards obviate the necessity for a fixed termination date. 
For 2 years the agency has demonstrated its worth. Its usefulness 
will be greatly enhanced by giving it full status among the depart- 
ments and agencies of the Government. It should be made permanent. 

Mr. Chairman, I have a supplemental statement I would like to 
file for the record that gives some of the statistics that the Small 
Business Administration has supplied me. They deal with the actual 
operation of the agency and speak volumes for the excellent work that 
has been accomplished the past 2 years. 

(The statement is as follows:) 


SUPPLEMENTARY STATEMENT OF Hon. WILLIAM 8S. HILL 


During the 22 months which have passed since the Small Business Administra- 
tion was created on July 30, 1953, the ageney has made a very good record of 
service to small business. The wisdom of Congress in establishing the agency has 
been demonstrated, I believe, by its performance. 

As the members of the committee know, I had a part in establishing the Small 
Business Administration, since a bill which I introduced served as the basis for 
the final legislation. Naturally, I have followed closely the activities of the agency 
to see how well it is carrying out the functions prescribed for it by the Congress. 

As the first peacetime, independent Government agency devoted exclusively to 
assistance to all small businesses, the Small Business Administration has been 
pioneering. You members of the committee are well aware that the problems of 
small business are many and varied, and are as old as business itself. I would not 
say that the Small Business Administration has even approached the full scope 
of what can and should be done to help with these problems of small firms, but 
I do believe that it has made an excellent start with the resources at its command. 
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The Small Business Administration has demonstrated that there is much which 
the Government can properly do under our republican form of Government to 
assist, encourage, and foster small businesses. It has shown that the Government 
can give effective assistance to small firms, while at the same time furthering the 
free-enterprise system. 

Although there are admittedly many things which the Government can properly 
do to assist small business, I believe that this committee will be impressed, as I 
have been, by the care taken by the Small Business Administration in determining 
its policies and programs. 

The Small Business Administration is a 100-percent-service agency; it has no 
regulatory duties whatsoever. Its sole purpose is to give service to the owners 
and managers of small business. 

The agency has four major programs. I believe that they are sound and helpful 
and can and should be strengthened in order to serve more small businesses and 
bring still greater benefits to the economy as a whole. 

The agency’s programs are: (1) Financial assistance to small firms, including 
counseling, help in obtaining credit from private sources, and, when necessary, 
participation loans with private lending institutions or direct Government loans; 
(2) loans to rehabilitate small businesses and homes which have been damaged by 
storms, floods, and other natural disasters; (3) assistance to small business in 
obtaining a fair share of the Government’s contracts for supplies and services; 
(4) assistance to small firms in solving their management and production problems. 

I believe it would be well to point out here that the Small Business Adminis- 
tration now has about 750 employees. Of these, approximately 100 are engaged 
in servicing and collecting disaster loans made by the Reconstruction Finance 
Corporation which have been transferred to the Smail Business Administration. 
This leaves about 650 employees to carry out the four major programs of the 
ageney throughout this great Nation. 

The ageney’s 750 employees are distributed among the Washington office and 
14 regional and 26 branch offices. About one-third of them are located in Wash- 
ington. The proportion employed here is necessarily large, because the staff 
work for the entire agency is performed in Washington. In view of the small size 
of the agency, it is more economical to handle the staff functions in this way. 

It costs the Government about $5 million a year to finance the operations of the 
Small Business Administration. This cost is offset to some extent, however, by 
repayments on loans made by the agency. 

Now, let’s see what the Small Business Administration has done in its four 
major programs, whether it has been of practical assistance to small business. 

In its financial-assistance program, the agency had received, as of May 31, 
1955, 5,330 applications for business loans totaling $301,635,000. It had approved 
1,511 applications for $77,671,000 and had declined 2,617 applications for 
$148,444,000. Currently pending in the Administration were 321 applications 
for $18,337,000. 

Of the total business loans approved by the agency, 66 percent are in participa- 
tion with private financial institutions. In 75 percent of these particination 
loans, the Small Business Administration’s participation is on a deferred basis, 
which means that the bank will disburse the entire loan, and most likely the funds 
for which the agency is committed will never be withdrawn from the Treasury. 

It is significant, too, that the agency has been successful in channeling its loan 
assistance to the smaller members of the small-business community. A recent 
analysis showed that more than 88 percent of all Small Business Administration 
loans to manufacturers have gone to firms which employ fewer than 100 persons. 
Further, 65.3 percent by number and 32 percent of the amount of the business 
loans approved have been under $50,000. 

The agency’s lending program is neither a giveaway nor a bail-out program. 
In the Small Business Act, Congress directed that the Small Business Administra- 
tion’s loans should be of such sound value or so secured as reasonably to assure 
repayment, and the agency follows this directive conscientiously. 

Some might think that the Small Business Administration has adopted loan 
standards which are too rigid. However, I believe, and I am sure the members 
of the committee will agree, that it is better for the agency to err on the side of 
soundness, rather than on recklessness. The important thing is not 'o many 
loans have been made, or might have been made, but ho'v much the loans have 
contributed to a stronger, more prosperous national economy. 

Another important point is that the Small Business Administration is not in 
competition with the private lending institutions of the country. The high 
percentage of loans which have been made in participation with banks sho’ ’s that 
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the agency is cooperating, not competing, with the private banks. Further, 
Mr. Wendell Barnes, the Administrator of the Small Business Administration, has 
said on Many occasions that any time a bank or other private lending institution 
wishes to take over a loan made by the agency, the transfer will be arranged 
promptly. The bank can assume the loan on the same terms on which it was 
made by the Government. 

It was never intended by the Congress that the Small Business Administration 
should be a continuing source of loans to the same borrowers. Instead, by 
participating in loans with private institutions, and by making its direct loans 
available for purchase by private lenders, the agency is helping the borrowers 
establish a line of credit within their own communities. As a result, the small 
firms’ future credit needs can be satisfied without recourse to the Government. 

It should be remembered, also, that Small Business Administration loans are 
being made in an area Which the banks themselves are not covering at present 
because of legal lending limitations or because their portfolios already are filled 
with loans of this character. 

In its disaster loan program, the Small Business Administration had received, 
as of May 31, 1955, 1,518 loan applications totaling $13,516,590, and had approved 
1,183 applications amounting to about $8,022,264. Considerably more than 
half the loans have been made to victims of the three hurricanes which did such 
great damage to the New England and other Atlantic Coast States last fall. 

In addition to the 2,694 business and disaster loans which it has approved, the 
Small Business Administration has been responsible for administering more than 
3,000 Reconstruction Finance Corporation disaster loans which have been trans- 
ferred to it. 

Another very important part of the Small Business Administration’s financial 
assistance program is counseling of small firms with their financial problems. 
The agency has trained financial specialists in its field offices to advise and counsel 
on financial problems, and to give active aid, when necessary, in meeting the 
credit requirements of private lending sources. Many small firms have been 
helped to obtain private funds in this way. The Small Business Administration 
reported that during the first 9 months of the present fiscal year its field offices 
had handled approximately 5,500 cases of financial counseling. 

The agency also has found that of the loan applications authorized by it and 
later canceled at the request of the applicant, approximately 40 percent have been 
sanceled because the borrower has subsequently obtained financing from private 
sources. In many of these cases, it was the agency’s assistance that made it 
possible for the firms to obtain private funds. 

The Small Business Administration has a broad program of assistance to small 
firms in obtaining a greater share of Government contracts, as Well as subcontracts 
with large concerns. 

Under a cooperative program of the Small Business Administration and the 
Department of Defense, representatives of the two agencies jointly review por- 
posed military purchases and determine which of them should be set aside for 
exclusive award to small business. Through this program, $532,714,°23 in pro- 
posed military purchases have been reserved for competitive award to small 
business, and small firms already have received more than 3,828 contracts totaling 
$234,528,813. 

The Small Business Administration also has cooperative arrangements with 
the General Services Administration, the Atomic Energy Commission, and other 
major Government purchasing agencies designed to increase the small business 
share of their purchases. 

An important authority of the agency is the right to certify to the financial 
and technical competency of small firms to carry out specific Government con- 
tracts on which they are low bidders. So far, small firms have received $7,660,461 
in contract awards in connection with 70 certificates of competency issued by the 
agency. 

The Small Business Administration’s field offices serve as centers of procure- 
ment information for small firms in their areas, advising them of opportunities 
to sell to the Government, methods of getting on bidders lists, specifications for 
Government purchases, and so forth. 

In addition, each regional office of the agency maintains an inventory of small 
plant facilities in its area, and uses the inventory to call Government purchases to 
the attention of small concerns which have the necessary facilities to bid on them. 
More than 237,000 notifications of procurement opportunities have been made to 
small firms. Since July 1, 1954, some 2,399 contracts totaling more than 
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$200,642,000 have been awarded to small firms notified of the procurement 
opportunities by the agency. 

Under its fourth major program, managerial and productlon assistance, the 
ae Business Administration provides a number of helpful services to smal! 

usiness, 

For example, it makes available to small firms three series of helpful, practical 
leaflets on important management and technical subjects, written for the most 
part by recognized experts in private industry. As an indication of the value of 
these leaflets to businessmen, more thn 1,800,000 copies of them have been dis- 
tributed. Many other thousands have been reprinted, and distributed, at no 
expense to the Government, by trade associations and other private organizations. 

he agency also has published a number of booklets which give more detailed 
information on important management subjects. Like the leaflets, these also 
are written largely by specialists of private industry. Nearly 300,000 copies of the 
16 booklets issued thus far have been sold by the Government Printing Office. 

A very serious problem for many small business owners and managers is that, 
while they have excellent experience in one phase of business, such as production 
or selling, they know little or nothing about record keeping, financing, market 
analysis, or other business functions. 

The Small Business Administration is actively engaged in helping small firms 
in this regard. It is doing so in a manner which, I think, typifies the desire of 
the agency to be of maximum service to small business, both with its immediate 
and longer-range problems. 

To help small business owners and managers acquire a well-rounded adminis- 
trative background, the agency is providing them with short evening courses in 
administrative management. The program is conducted in cooperation with 
leading educational institutions. 

The program was begun on a trial basis at two universities in the spring of 
1954. The response was so favorable, both from the businessmen who attended 
the courses and from the participating universities, that the program has been 
expanded to include 55 courses in 40 educational institutions during the 1954-55 
school year. About 2,000 small business owners and managers will attend these 
courses. In many instances, the courses have been oversubscribed within a short 
time after they were announced by the colleges. 

Another Small Business Administration program which gives great promise, 
and which has met with widespread interest on the part of businessmen, is the 
agency’s products assistance program. In this, the agency’s Washington and field 
offices are serving as a clearinghouse from which small firms may obtain counse! 
and guidance in product development and improvement, and in locating and 
marketing a product. 

The Congress recognized the need for a program of this type in the foreword to 
the Senate Select Small Business Committee’s print of the Small Business Act of 
1953. In the foreword, Senator Edward J. Thye said, ““* * * many of the prob- 
lems of independent businesses arise from * * * the inability of smaller firms to 
remain up to date in production and marketing techniques.” 

As part of its products assistance program, the Small Business Administration 
maintains a register of products, inventions or commercial ideas whose respective 
owners are offering them for commercial development or distribution. It similarly 
maintains a register of manufacturers who have available facilities and who are 
looking for products to manufacture. 

The agency is also bringing to the attention of small firms Government-owned 
patents which are available for licensing. In addition, it has contacted many 
large firms and is receiving from them inventions and ideas of possible merit 
which have been submitted to them, but which they are not in a position to pro- 
duce. These also are being summarized and made available to small firms through 
Small Business Administration field offices. 

Although the products assistance program has been underway on a limited 
scale for only a few months, the agency already has taken action on more than 
4,000 individual inquiries. 

Through production specialists in its field offices, the Small Business Administra- 
tion also gives technical engineering counsel and assistance to small firms. The 
staff engineers also assist small concerns with problems in regard to Government 
specifications, obtaining materials and equipment which are in short supply, and 
applying for accelerated tax amortization privileges. 


Mr. Hiut. If there are any questions, I should be happy to answer 
them, if I can. 
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The CHairnMAN. You might tell us something about the Adminis- 
tration. 

Mr. Hitu. Mr. Chairman, I am glad you asked me that. That is 
what is in the statement I wish to file, from the very inception of the 
organization, and brings you completely up to date. I would be glad 
to discuss any phase of the activity. This is the first time that we 
ever had a peacetime independent small-business agency where the 
small-business men or operators anywhere in the United States could 
have access to any information that was available in the Federal 
Government, or in the business world. 

I will just give you one typical example available. That is that the 
Department of Commerce that had been set up to do this work and 
gather all these figures. And the only way in the world you could dis- 
perse that information is through some type and kind of organization 
that could directly assist and help the small-business people. No 
small-business man can go through volume after volume of Federal 
reports. He must have some help and some way to get at the roots 
of his trouble. He is not an economist. He isn’t even a banker. He 
is usually just some independent man who wishes to get along. 

We have had hundreds and hundreds of businesses started in this 
country only to fail because of lack of information of 2 or 3 types. 
The Federal Government had this information ready for them if 
they could have put their fingers on their trouble. It came too late. 

Now, under the Small Business Administration we think we have 
supplied that. We think we have assisted some of them financially, 
and we think one of the greatest things we have done, we have laid a 
program out and based it on sound economic principles that the small- 
business man can participate in the preparation for defense of this 
country. In many instances he has been forestalled in participating, 
because he couldn’t come to Washington, he couldn’t have folks 
down here watching legislation. After the legislation had been passed, 
and he had been forestalled from assisting in any way possible, he 
found it out. 

Now,.I could give you illustration after illustration where the Small 
Business Committee, and you have a good supporter of ours in your 
Mr. Patman, on the west coast for instance. We were out there as a 
committee. Small business after small business had no way of 
knowing until after the contracts were let what the specifications were 
on those contracts, and they could not get them. 

We remedied that, as your members on the committee well know. 

The CHAIRMAN. Can you tell us how many loans have been made 
during the last year by the Small Business Administration? 

Mr. Hii. I have it as of May 31. But before I mention those 
loans, let me say I come to the defense of the loan angle of the Small 
Business Administration. ‘They have made some very important 
loans, and the very fact that they have been in the field has lowered 
the opposition to loans to small business by the usual banking 
authorities. 

Now, we find that true in agriculture. When we set up an organiza- 
tion that comes along and says ‘“‘We are not going to permit you to 
sell farmers out,’’ what happens? It isn’t the loans that the FHA 
makes that help the farmer, not at all. It is the attitude that the 
banking institutions take when they find out a loan is available to 
the farmer. The same thing obtains here. 
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Now, we have had very few businesses closed out by the banking 
institutions. But the very fact that we have set up a way for loans 
to be made to small business gives the bankers an assurance that they 
can help small business. : 

Now, I know if we had some friends from Connecticut here this 
morning they would tell you what SBA did in those special loans when 
they had that terrific flood and hurricane in that particular area. But 
the real benefit of the loans, in my mind, is not the loan, not at all. 
It is the attitude that it creates in the minds of the banking institutions. 

As of May 31, 1955, SBA had received 5,330 applications for business 
loans totaling over $300 million. They had approved 1,511 applica- 
tions for $77,671,000. They had declined 2,617. Currently pending 
in the Administration were some 321 applications for $18 million. 

Of the total business loans approved by the agency, 66 percent are 
in participation with private financial institutions. Now, that is 
almost two-thirds, and that bears out my argument that the very fact 
that you have this setup proves that these men can go to the bank and 
get the support they need many, many times after they have made 
their applications to the small-business-loan organization. Somehow 
or someway the local banker steps in and helps the small-business 
man out, if you get what I mean. That is the important thing, let’s 
never forget that. 

Seventy-five percent of the participation loans of the Small Business 
Administration’s participation is on a deferred basis, which means 
that the bank will disburse the entire loan. 

Now, the big argument for that is the loan is really serviced right 
on the ground, and that is what I call real assistance from the Federal 
standpoint. If we can assist from the Federal standpoint, and have 
the policing done at home, we have made a great stride forward in 
financing small business. 

Now, let us see if I have anything further. I think we have to 
look out for the bailout loans. We shouldn’t make the Small Business 
administration a collector for the RFC. That is exactly what we did. 
And I have always felt that was a very grievous error. Why should 
we, as a Congress, turn over to the Small Business organization that 
had no loaning manpower, why should we turn over to that organiza- 
tion the toughest collection the RFC had, which was undoubtedly 
their small loans? Yet we did that. We started them off without 
the proper manpower. So I think you have got to give that con- 
sideration when you consider what the Small Business has done on 
loaning. 

Mr. Brown. What percent does the banker make on the loan? 

Mr. Hit. I will answer that without looking at the record. Of 
course, in 1 or 2 loans I know the banks took from 10 to 20 percent, 
but in many instances the bank has participated as high as 50 and 
60 percent. But we must remember on these participation loans 
that many of these loans, where the bank has agreed to participate, 
that the loan is not made in a lump sum and given to the borrower at 
one time. The loans are paid out in steps, as the building expansion 
program or as the business progresses. 

As a matter of fact SBA participations range from 25 to 90 percent 
with an average participation on all loans of 74.2 percent. That 
means that many, many banks are contributing at least 25 percent 
of the loan and have gone as high as 75 percent. The agency has 
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supplied me with information showing that there are 362 loans where 
SBA participation is over 76 percent, 481 loans where the SBA par- 
ticipation is from 51 to 75 percent, and 162 loans when the agency 
has had to take only 25 to 50 percent. I certainly feel that these 
figures show that the banks are desirous of cooperating with and 
receiving assistance from the Small Business Administration. 

The CHarrMAN. Are there any further questions? 

Mr. Parman. If it is in order now, Mr. Chairman, are you going to 
alternate between the sides? I want to ask some questions. 

The CuarrMAN. You go ahead. 

Mr. Patman. Mr. Chairman, Mr. Hill and I have served on the 
Small Business Committee a long time. I know Mr. Hill is a very 
fine conscientious Congressman, he serves his country well, and he 
serves the small-business cause well. We certainly have no personal 
differences, and we have always gotten along all right on the Small 
Business Committee, because we both try to work in the public 
interest regardless of party and politics or anything else. 

However, I don’t agree with Mr. Hill on everything he said. 

Mr. Hill, I notice you are asking for a permanent extension of 
Small Business Administration; you don’t ask for 2 years. That is 
your understanding, isn’t it? 

Mr. Hitu. That is not only my understanding, that is my bill. 
If I hadn’t thought that it should have been a permanent agency I 
wouldn’t have introduced that type of legislation. 

Mr. Parman. Your bill provides for a permanent agency or for 2 
years? ' 

Mr. Hitt. Mine provides for a permanent agency. 

Mr. Parman. All right. 

Now, then, on the disbursements. I think the money that they 
put out is certainly an index. These other activities that you speak 
about, Mr. Hill, although they possibly can be helpful, I think the 
small-business men as well as the big-business men resent people in 
Government coming around and trying to tell them how to run their 
business. Don’t you think they resent too much advice from Govern- 
ment agencies? 

Mr. Hitt. I think that is true even in our farm program. We have 
gotten away from that, I do not believe in the attitude that we go 
onto a farmer’s farm and tell him what do to. We just tell him what 
he mustn’t do if he expects to get certain results. 

I have never received any complaints or heard any criticism from 
a small-business man who has felt that the SBA was trying to tell him 
how to run his business. Naturally, when a loan is made the agency 
may advise the businessman, but every bank will do that since it helps 
to protect the loan. 

Mr. Parman. He has something to lose, like a payment, or some- 
thin of that kind. 

Mr. Hi. He has it here. He has his whole business to lose if he 
doesn’t pay a little attention. 

I have never had—Mr. Patman, I would say I have never had one 
person, and I am trying to recall one instance out of a number of con- 
sultations I have had with small-business men where a small-business 
man who needed financial assistance, or needing other help, who has 
felt that the Government was trying to tell him what to do. I think 
he had the feeling that he was willing to listen to advice if it would 
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save his business, and the hard work he had done in the past to keep 
his business afloat. I don’t share your opinion. 

Mr. Parman. What does your bill provide with reference to the 
maximum amount of the loan? 

Mr. Hutt. I left it where it is, but there would be no argument 
with me if you wish to increase it. 

Mr. Parman. Increase it? 

Mr. Hitt. Yes. 

Mr. Patrman. Don’t you think we should provide for no limit on 
loans to increase cement production, and things like that, where there 
is a great shortage? There is no way for people who w ant to produce 
cement to get loans to go in business because the cement people are 
also interested in banks, and they are interested in insurance com- 
panies, and those are the only two sources of credit; and since people 
can’t get credit from either of those, it looks like they will have to turn 
to some Government agency if they are to get capital to build cement 
plants. 

Don’t you think the bill should be amended to at least allow a loan 
sufficient to build cement plants? 

Mr. Hitt. You bring up a very important question, one that I 
have thought on time and time again, I mean myself as an individual. 

In this bill, when we wrote the first act you w ill remember we placed 
a section in there that the money was not to be loaned to start busi- 
nesses; is that correct? 

Mr. Parman. I don’t recall that. 

Mr. Hint. I think we had quite a discussion, that we wouldn’t 
start this loan program out on the basis of use for starting new 
businesses. 

Mr. Parman. I didn’t agree to it, Mr. Hill. 

Mr. Hruu. I don’t know that I did. 

Mr. Parman. We can’t have an expanding economy, you know, 
unless we build. 

Mr. Hux. Yes; I would like to answer the gentleman this way. 

If you are asking me for a personal opinion, that is one thing. 
As you know, the first bill I introduced did not have a loan section. 
The reason I didn’t include a loan section in the first SBA bill I 
introduced is at the very root of your question, which means that a 
loaning agency is quite different from an ordinary business-support 
agency to help small business. 

If you want to emphasize the loaning part of this Small Business 
Administration legislation, then we should go back and, shall I say, 
endorse the regulations that the RFC had and set a section in to the 
bill that would give in more detail, let us say, a complete picture, to 
show how you go about helping a new business. 

I agree, if I see the future, I would agree with your question, and 
that is this: If the atomic energy use for domestic—what shall I 
call it, programs— is to come into existence, certainly we should have 
a financial program for small business tied into that economic process. 

Now, if you want to do that we should rewrite the loan section 
which was put in the bill by the Senate. It was not put in the bill 
by the House. 

Mr. Parman. I am not talking about past history, Mr. Hill, I am 
talking about our present situation. We have a black market in 
cement in this country right now, a black market, and we have all 
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this huge road program coming up. There is no possibility of the 
present existing facilities taking care of the future needs. It is going 
to require great expansion, and evidently the existing cement com- 
panies have not been planning for the future, because they are not 
taking care of the present; they should have antic ipated this. 

There is a great shortage of cement. I hope that if we put an 
amendment in here, we can open it up for cement production; would 
that meet with your opposition? 

Mr. Hiuy. Of course it wouldn’t meet with my opposition if you 
will make it broad enough to cover what I think will be an entire 
new field for small-business operation in the use of atomic energy. 

Mr. Parman. I can give you a case where 6 years ago certain 
people wanted to build a cement plant in a good location where there 
is plenty of raw material, and they couldn’t get the loan from the 
banks or insurance companies because these are connected with the 
big cement companies, and they are on the board of directors of the 
banks and insurance companies, and they don’t have a Chinaman’s 
chance of getting a loan. So finally they went to the RFC, and the 
RFC granted them a loan. The cement companies resisted and 
opposed it, and finally got this loan stopped completely. 

There is a great shortage of cement in the United States right now. 
Some people can’t get it at all, and others are paying black market 
prices for it. We have to provide capital some way, and I hope if 
we put it in this bill it doesn’t receive your opposition. 

Mr. Hiuu. I wouldn’t oppose any loaning part of this bill that is 
set up in a way that would be acceptable to the small-business operator. 
It certainly shouldn’t meet my opposition or anyone else’s opposi- 
tion if it brings into our economic life manufactured products which 
are in short supply. 

I can mention another item we have been considering in our SBA 
committee, that is aluminum. There, again, we felt we were in 
trouble, but the big aluminum companies stated in their testimony 
that they think they can supply the small user. But at the same 
time small business must have some assistance if we are going to 
start a new industry, there is no question about it. 

Mr. Parman. I am just talking about cement. 

Mr. Hint. As I said, there would be no argument against it if it 
included all industries in short supply. 

Mr. Brown. Does the RFC, Mr. Patman, give a loan to the cement 
company? 

Mr. Parman. Certainly they did. That was one of the industries 
in which small business couldn’t get loans any other place. 

Mr. Brown. Why do they need cement? 

Mr. Parman. There is a serious shortage. I didn’t say we could 
include the thing unless there was a justification—a great need. 

Now, then, vou stated a while ago, Mr. Hill, I believe, that since 
the Small Business Administration started, about August 1953, they 
have received about 5,000 applications. 

Mr. Hint. Yes. 

Mr. Parman. Out of those applications about 1,500 have been 
authorized, I believe you said, something like that. 

Mr. Hit. That is right. 

Mr. Parman. Out of these 1,500 authorized, how many of them 
have actually been disbursed? 
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Mr. Hint. Of course, I don’t have those figures. That is not as 
important whether the loan papers have been completed or not. I 
have one loan in mind; I don’t think they have done anything partic- 
ularly on disbursement, but the money is there whenever this manager, 
whose company has received this loan—whenever he gets far enough 
along, he will get his disbursement. He isn’t going to get a nickel until 
he fulfills the terms and conditions of the loan authorization. So it is 
pretty hard to answer that question. 

Mr. Parman. I don’t expect you to know everything, Mr. Hill. 
I don’t want to ask you things that you are not supposed to know. 

Mr. Hitt. I can get you the information. 

Mr. Parman. I believe I have the information already. 

Now about 2 years ago we passed a law here, the Small Business 
Act of 1953. The House passed it for $500 million, at least this com- 
mittee did, and I think the House did. Anyway, when it was finally 
passed, after conference reports were agreed to, there was $275 million 
authorized for small business loans, but the Small Business Adminis- 
tration asked for appropriations of only about $80 million. They got 
the $80 million, of course. Of this, I think my figures are correct, they 
have actually disbursed less than one loan for each congressional 
district, ] mean on an average. 1am not suggesting that loans should 
be apportioned by congressional district, but they have disbursed 
fewer than 435 loans. 

In addition to that, SBA has not disbursed as much as $20 million 
out of that $80 million. And they have used $4 million for adminis- 
tration expenses—$4 million for administrative expenses in connection 
with their loan program. 

Now don’t you think that is a pretty poor showing, Mr. Hill, on 
making loans, when evidently Congress had in mind loans or it 
wouldn’t have authorized $275 million? 

Mr. Hitt. The gentleman knows my position on loans. TI said all 
along I was always sorry we ever put that section in the bill. 

Mr. Parman. Which section? 

Mr. Hint. The loaning section, because we didn’t give them a fair 
start. You said the bill was passed 2 years ago. That is fine. But 
they did not have a lending organization set up to do this work, until 
late in October. 

Mr. Parman. They should have done this much in 1 month. 

Mr. Hiuu. I am talking about the setup. They couldn’t do any- 
thing at first because they didn’t have the personnel. 

Mr. Parman. They couldn’t do it in the month of May or June, 
Congress passed it in the month of June. 

Mr. Hiuu. It is the only organization set up where Congress was as 
stingy with the support and personnel as they are with themselves, 
only until very lately has a Congressman had the held he needed. 

Mr. Parman. SBA reports that on April 30, 1955, they had 385 
employees assigned to its financial assistance programs, including 
about 175 financial specialists. I assume that this approximate num- 
ber has been employed throughout the fiscal year 1955. In 10 months 
of the fiscal year, through April 30, these 385 employees have approved 
319 direct business loans, of which 57 were subsequently canceled, 
leaving a net of 262. Of these, disbursements had been made on 148. 
Now that is 148 loans during the fiscal year where they had 385 people 
working on that particular part of the program. Now, including all 
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cypes of business loans, direct, immediate participation and deferred 
participation, 951 were approved, or 1 loan for each 4 man-months of 
work by employees charged to the financial assistance program. 

You can take the figures on SBA any way you want to, and you 
can’t—at least I can’t find where they have been doing anything. 
They might have helped the banks making loans, but I can’t agree 
they did that. I can’t argue against it because I don’t know. You 
can pick out a lot of things where there is no proof for or against it, 
and say they have done fine work. But on things you can show by 
figures, I don’t see where SBA has justified itself. I don’t see where 
it is justified at all. 

In fact, it strains my conscience to think about continuing this, 
Mr. Hill. It strains my conscience, because we are holding out false 
hope for people. Whenever we establish all these offices in the Small 
Business Administration, by our votes, as representatives of the 
people, we are telling our constituents, now, go there and you can get 
a loan if you can show you have a meritorious case and proper collateral 
security, when we know that is not true; we know it is not so. On 
past performance we know we are misleading our people, we are 
deceiving them, and we are causing them to spend money that they 
desperately need for living expense, and other things, perhaps all they 
can borrow, to pursue these applications. The information I have is 
that about 129,000 people have sought aid in the past 10 months. 
They go to these SBA offices, and most of them fill out long forms, 
they go back to their homes, sometimes a distance away, and get 
statements from the banks and other people that they can’t possibly 
get their loans locally. They bring these to the SBA office. Then 
they go back and get more information from engineers and auditors, 

then they go back and get more information. SBA keeps calling 
on them for more and more information, and this lasts over a period 
of weeks and months, sometimes, and the people who have made 
application for these loans, I am convinced, have spent more money 
in this futile way, caused by us, than the fortunate few who have 
actually received loans. 

I don’t know whether we can justify forcing anything like that upon 
the people because it is a deception, it is a fraud. It will strain my 
conscience if I vote to extend this law 1 month on this joint resolution 
because it just looks like Congress set forth a good program here, $275 
million. That indicated Congress’ desire. They only asked for 
$80 million. Out of that $80 million in 22 months they disbursed 
less than $20 million, plus $4 million for administrative costs. 

Now those are the facts. Don’t you think they are pretty hard to 
justify? 

Mr. Hit. Well, or course, you know a loan business is a loan busi- 
ness, and you say disbursement. Here is the w ay I have it, and | am 
sure these figures are correct as of May 31. I have a table which 
shows that they have disbursed 297 direct loans, to the amount of 
$12,604,268, and for immediate participation there are 161 loans, in a 
gross amount of $8,668,154. 

Now here is where you begin to get into the larger figures. De- 
ferred participation, 451 loans, in the amount of $23,070,016, and a 
total, altogether, of 909 loans, with $44,342,438 disbursed. That is 
75 percent of all loans approved. 
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Actually, it is incorrect to judge the work of the lending people by 
the number of loans disbursed or even approved. The workload is 
based on the number of applications processed since even a declined 
loan or one that is withdrawn or canceled late in the game must 
receive as thorough a credit check as a loan which is finally approved. 
This means then that 175 financial specialists handled some 5,330 
applications. 

Not only that but some 1,518 disaster-loan applications were proc- 
essed. While not as difficult to handle, they do consume time. 
Finally, I might mention that these people are also concerned with 
administering loans and later will be concerned with defaults. | 
think they have really done a creditable job with the personnel and 
funds available. 

When you talk about $4 million for administrative expenses it is 
well to remember that the agency has four principal programs with 
personnel connected with each one. This $4 million has covered the 
expenses of all these programs. 

Mr. Parman. If you will pursue that, you will find about $4 million 
of that authorized was later canceled, and most of the $40 million net 
which has been authorized is in bank loans, where the banks are 
assumed, but not known, to have disbursed the money. 

Mr. Hix. Of course, you can’t expect 

Mr. Parman. I am talking only about the Small Business Adminis- 
tration. 

Mr. Hii. But you wouldn’t want the Small Business Administra- 
tion to participate in loans, we will say, for $100,000, with the bank 
taking 40 percent and the Small Business Administration, 60 percent 
with the SBA immediately putting up all the money and letting the 
bank wait until the end of the loan to put up the last 40? 

It does no good to discuss merely the 297 direct loans disbursed. 
Without the SBA participation the share taken and advanced by the 
banks would not be forthcoming—the banks just wouldn’t make any 
loan. So I certainly think we have to say that some $44 million has 
already been injected into our economy as a result of this business loan 
program. In addition some 879 disaster loans have been disbursed for 
an additional $5 million. : 

Mr. Parman. Well, I am not arguing about the policy. I am just 
saying it is not comprehensive enough, and it is not doing enough 
work. The very fact that the banks bave made it necessary to have a 
Small Business Administration should convince any of us they are 
not too cooperative. They are not too cooperative on some of these 
loans, and that is one reason we have to have a Small Business Admin- 
istration. 

Mr. Hix. I would like to say to the gentleman, if you wanted to 
write a whole new section in this bill regarding loans, and how the 
loan part of this organization should be operated, I would certainly 
find no fault with it. But the additional thing I want to say is this: 
We have noticed in checking over the 14 regions that there are some 
regions that have made very few loans. That answers your question 
about some Congressmen not getting any loans. 

Now, the Congressman isn’t to blame, the district is not to blame. 

Mr. Parman. I made it plain a while ago I was not referring to the 
congressional districts. 

Mr. Hitu. You said one loan for every congressional district. 
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Mr. Parman. It happened the number of loans they made is about 
the same as the number of congressional districts. 

Mr. Hix. Other districts we can mention have made a great num- 
ber of loans. 

Mr. Parman. I wanted to let you know, Mr. Hill, I am not trying 
to put it on that basis at all. I only mentioned that as compared to 
435 Congressmen we don’t have as many as 435 loans. That was the 
only point I was attempting to make, not that each Congressman 
should have a loan, or that one district should not have more than 
another; it shouldn’t be on that basis at all, I agree with you on that. 

About these seasoned loans: Do you think it is right for the SBA 
to take these loans after they do all the footwork, and watch it and 
supervise it, and get it in good shape, and then sell it to the bank that 
refused to make the loan in the first place so as to give the bank a 
windfall profit? 

Mr. Hiuu. Of course you pose a banking problem, a very serious 
one, when you step in to a bank’s area and have the Government go 
into business in competition with them. 

Mr. Patman. But they refused the business so the Government had 
to step in. 

Mr. Hiuu. We have been working on that very thing in agriculture, 
with regard to the production credit associations. We find some areas 
where the banks are opposed to this organization, and in other areas 
where the banks will cooperate. Now, I think that is more of a 
matter of personalities than it is the policies that we have set up. 

Mr. PatrmMan. I won’t press the point. 

About the Board, do you believe the Board should be continued 
as it is, with Mr. Humphrey and Mr. Weeks as Directors of Small 
Business? 

Mr. Hii. I have never supported a board. I had that in mind 
when I made the statement that I thought the Small Business Ad- 
ministration, if it is going to stay in the loan business, should set up 
a new type and kind of an organization, from top to bottom. And 
if you want it to stay in the loan business my guess is, if I may project 
myself into the future, that is what you are going to have to do, 
rewrite the whole loaning. program. 

Mr. Parman. Thank you very much, Mr. Hill. 

The CuarrMan. Are there any further questions? 

Mr. Parman. About the interest rates: Don’t you think the SBA 
would be wrong to take away—— 

Mr. Hitt. I didn’t get the question, Mr. Patman. 

Mr. Paiman. Don’t you think the SBA is following the wrong 
pattern in fixing a 6-percent interest? Isn’t it too much like penaliz- 
ing a person who is already hard-pressed? 

Mr. Hii. I can answer that by saying, just the other day— 
pardon me for referring to my own committee—we passed a resolution, 
as I can recall, it was passed unanimous out of our Committee on 
Agriculture, stating the Farm Home Administration in all these 
disaster areas could loan the money for a farmer to reactivate himself 
and to save his herds and to save his land, and we thought it ought to 
be 3 percent. 

Mr. Parman. That is right. You think this rate is pretty high, 
don’t you? 
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Mr. Hix. I would say that in a disaster such as was experienced 
by the small-business operators in Connecticut they are in the same 
class. 

Mr. Patman. I am not talking about disaster loans. 

Mr. Hix. They are the ones on which the interest rate should be 
lower. 

Mr. Parman. I am talking of business loans. 

Mr. Hrux. On business loans you have to consider the area of the 
country in which the loan is aad. 

Mr. Patrman. My question is, don’t you think it is wrong to adopt a 
policy that it has to be 6 percent, it should be if uniform all over the 
Nation? 

Mr. Hitu. That is right. 

Mr. Mutter. On that very subject, as a matter of fact it was 
Secretary Benson who without consultation with the members of the 
Agriculture Committee, or any Members of Congress, arbitrarily 
raised the rates on the farm disaster loans, and the reason he gave for 
that was he felt there were too many people coming to the Government 
for disaster loans instead of going to the banks. 

Your committee found it necessary to report legislation to limit the 
interest rate to 3 percent. 

Mr. Hii. Of course, we protected it by saying that it had to be a 
disaster area in which both the Federal Government and the State 
government had agreed to. In other words, these areas should be 
confined. Now, there isn’t any question in my mind but a number 
of business firms who have had their businesses and their stock abso- 
lutely destroyed by a cyclone or a tornado—there isn’t any reason 
in the world why every opportunity shouldn’t be given to those people 
to recover. That is why we passed that legislation out of our com- 
mittee, that it should be 3 percent. 

Mr. Mutter. We have the same situation on business disaster 
loans, when areas are declared to be disaster areas, then SBA is 
authorized to make disaster loans to the business, where a man has 
been wiped out, or suffered tremendous loss due to the disaster. 
Shouldn’t we in this bill make the same limitation so that those 
disaster loans will not carry more than 3 percent interest? 

Mr. Hit. I should be favorable toward that, personally. 

Mr. Mutter. In those areas where economic disaster results be- 
cause of drought, shouldn’t we also say that drought is the kind of 
disaster that causes just as much trouble as a cyclone, tornado, or 
hurricane, and those people are also entitled to help? 

Mr. Hii. A dought has an element different in it than a tornado, 
in that a drought, while it is quite severe, if it is 1, or 2 or 3 years, but 
at the same time doesn’t destroy the basic foundation of the economics 
of the community, so you could say there is a difference between a 
drought and a real calamity such as a flood or a typhoon. 

Mr. Mutter. Mr. Hull, bring to bear on the problem your own 
experience as a small-business man—I don’t say that disrespectfully. 

Mr. Huu. I understand. 

Mr. Muuter. But I believe you many times described yourself as 
a small-business man. 

Mr. Hr. That is correct. 

Mr. Mutter. And particularly in your area, Colorado. If you 
have a drought for a year or two, in your own business, do you not 
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find that your customers cannot pay their bills, they are in financial 
trouble, and that causes considerable economic difficulty? 

Mr. Hix. Correct. 

Mr. Mutter. When we get into that kind of an area, of long 
drought, all of the business suffers as well as the farmers. When 
the farmer can’t pay his bills, the people he buys from can’t pay theirs. 

Mr. Hitu. That is correct. 

Mr. Mutter. A business enterprise in that kind of area then needs 
some help. The bank won’t give it to them. The people that are 
buying from you are farmers, if they are starving, if they are losing 
their farms, they can’t pay their bilis, how are you going to pay your 
creditors if your bank won’t carry your loans? It is necessary for a 
Government agency to step in and save the business enterprises in 
that area. 

Mr. Hitt. I think there is no question that there is a certain area, 
as the gentleman called it, in which we should go just as far as possible 
to keep the small-business firms, and also the manufacturer and the 
retailer, supplied with sufficient funds to see that he is not put out of 
business. 

I could mention one or two instances in the drought area where as 
far as I was concerned I felt the businessman in a drought area, par- 
ticularly the fellow selling farm equipment machinery, and repairs, 
and he must have them, is in real difficulty. You find yourself farm- 
ing in a community where you bought implements and machinery and 
all of a sudden the man who handles that machinery finds that the 
farmer can’t pay him, not because of anything the farmer has done, 
but because of general conditions. Certainly we ought to have some 
type and kind of a program where we can help those men out, and I 
sav it should be done, if possible, through the banks with the assistance 
of the Federal Government. 

I have always maintained that, and | think that is a sound stand. 

Mr. Mutter. Mr. Hill, have you had an opportunity to read sec- 
tion 3 of the bill as passed by the other body, which covers this very 
proposition. On page 3 of S. 2127, is a provision which covers this 
drought situation. It permits SBA to make such loans. Don’t you 
think we ought to incorporate a similar provision in our bill? 

Mr. Hitu. As I remember their bill, without being refreshed on it, 
I would say I didn’t find too much in their bill to complain about. 

Mr. Mutter. On line 12, page 3. 

Mr. Hi. Yes, I see on page 3 of their bill, sections 1 and 2, yes. 
That is exactly what we have been talking about. 

Mr. Mutter. Yes, sir. You would be in favor of such a provision 
being written into our bill? 

Mr. Hiuu. I will put it this way: I think very few Congressmen in 
the House would object to such a program as that if properly carried 
out. 

Mr. Murer. While we are talking about the Senate bill, the bill 
as they passed, it calls for an extension of 2 years. Do you think there 
is any possibility of our enacting a law, having both bodies enact a law 
for a permanent agency, when the other body has already voted for a 
2-year extension? 

Mr. Hitt. I will have to bow to the position taken by this eommit- 
tee. If you feel that you better have it for 2 years I think it is import- 
ant enough that we shouldn’t argue on a matter of years, because, 
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after all, the Hoover Commission, in all their criticism, said this is one 
thing, namely, that we should extend for 2 years and keep our eye on 
it and see how it works. 

I thought in view of some of the things the Hoover Commission has 
said, that this was quite a compliment. 

Mr. Mutter. I will agree with you. It is one of the few recom- 
mendations they have made with which I can agree. 

Mr. Hitt. It is my bill, and if passed I will be pleased. 

Mr. Mutter. You believe it is wrong to have this agency collecting 
loans that RFC made. 

Mr. Hitu. Yes. 

Mr. Mutter. What other agency of the Government should be put 
in charge of collection of the RFC loans? 

Mr. Hii. Are you asking me a personal question? 

Mr. Mutter. Yes. 

Mr. Hii. Do you want a personal opinion? 

Mr. Mutter. Yes. 

Mr. Hiuu. Of course, the Treasury should be doing this. 

Mr. Mutter. Mr. Patman referred to a possible resentment by 
the business people against the Government coming in and giving them 
advice. There is nothing in the law requiring SBA to go in to give 
advice. They are supposed to sit back and wait until they are asked 
to advise and then give it. 

Mr. Hitt. My answer to the gentleman from New York, who has 
been one of our finest supporters on smal] business, as Mr. Patman 
will agree, my answer to Mr. Multer is this: I think we have long 
since passed the age in American economics when Government 
agencies that know what they are doing, and which understand the 
problems that are affecting the people with whom they are working, 
are finding any opposition at home. That is the old cry that sa 
make who don’t want information, new information. 

I just can recall again, if you will pardon me, in dispensing agri- 
cultural information, way back in the twenties, and it was a little 
trouble sometimes, and I can remember personally, where we had to 
explain to a farmer some of the things we would like for him to do in 
regard to increasing his production. But in the last 20 years I would 
say I have yet to meet my first one, the first businessman who resented 
the Government trying to give him information about his business. 
In other words, at the very base of this affair very few people find 
fault, if they feel the Government is actually giving them good, 
sound information. 

Mr. Mutter. So far as I know, there is no prohibition in the law 
against the SBA making loans to new business ventures. As a matter 
of fact, they have actually been making loans to new business ventures. 
There are any number of them they discussed before our subcommittee. 
There are several referred to in the Hoover Commission task force 
report. And I think one of the things we had in mind was if it is a 
good loan, and there is reasonable assurance of repayment, the fact it 
is a new business should not be an objection to granting a loan. 

Maybe the instance Mr. Patman refers to involving the cement 
business, they are not authorized to give a loan large enough for a new 
enterprise to get started. 

Mr. Parman. That is it. 

Mr. Mutter. That needs attention as to the limitation of the 
amount of the loan. They have been making loans to new business, 
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whether they in every instance have been a good thing to do, some of us 
have reservations as to specific loans. But I won’t talk about that 
at this point, I am talking about the principle. 

Incidentally, with reference to Mr. Patman’s question directed to 
the amounts of loans disbursed; there is much to what you say. But 
you must take into account that until all the documents are executed, 
and the security is given to SBA, it has no right to disburse, even 
though the loan is committed. I believe Mr. Patman was directing 
his attention not to that type of loan, but the type of loan that has 
been committed, all the documents are in order, all the securities have 
been submitted and still they held back and didn’t disburse. I think 
they have been somewhat lax in that way in the agency. They can 
do a better job along that line. 

Thank you, Mr. Hill. 

The CuarrMan. Are there any further questions? 

Mr. Hitu. Thank you, Mr. Chairman. I might just say in closing 
my few remarks that [ have answered to the best of my ability these 
questions, but in closing I would like to say, and I will use a legal 
term, “‘time is of the essence.’”’ I believe we all know, and every 
Member of the House knows just what we are trying to do with the 
Small Business Administration. 

As I recall, when we passed the bill in the 83d Congress there was 
not one single “no’’ vote, if my ears did not fool me. So I hope this 
committee will act with dispatch on this important legislation. It is 
not political in any sense of the word, and I am sure we can all defend 
the position we take on the continuation of this agency. 

Thank you so much. 

Mr. McDonoveu. Mr. Chairman, before Mr. Hill leaves, I would 
like to say for the record my colleague, Mr. Hill, I think should take 
justifiable pride in being the author of this bill. I think he has ren- 
dered the Nation a fine service. I think in spite of the criticism of 
some parts of the administration of the bill which is always true in 
the administration of any new bureau of the Government, that it has 
rendered a great service, a much more abundant service than the 
critics have been able to prove, to the country, and that Mr. Hill will 
be remembered as the author of the bill, and he has pursued it, he has 
been persistent in its efficient administration, he has been critical of the 
administration, itself, at times. I am very happy to have you come 
here to testify this morning, and I think the record should show he is 
entitled to the full credit for this legislation. 

Mr. Hiuu. Thank you. 

The CHarrMan. We are glad to have your views, Mr. Hill. 

Mr. Parman. He has permission to extend his remarks, I assume, 
Mr. Chairman, if he desires to do so. 

The CHarrMAN. Yes, you can extend your remarks. 

Mr. Hinz. Thank you. 

I will hand this to the reporter. 

Mr. Hrestanp. Mr. Chairman, before the witness leaves, may I 
ask one more question? 

The CHarrmMan. Mr. Hiestand. 

Mr. Hrestanp. Mr. Hill, in your judgment what is the No. 1 most 
important responsibility of the Small Business Administration as 
created under that law? 
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Mr. Hitt. I can answer that by one statement: Our answers, of 
course, in many things are determined considerably by our back- 
ground. Having been a teacher for some time I say that the educa- 
tional opportunity, and the educational assistance in managerial work, 
and the banking and economic part of small business, are the biggest 
things that this small business organization can possibly do. 

In other words, if a businessman can get the right type and kind of 
information from his Federa] Government that he can depend on from 
the standpoint of operating his business, he has a wealth of informa- 
tion that wasn’t even dreamt of when I started in my small business. 
So, really and truly, we are making progress on that angle. 

Mr. Hrestanp. You have evidence that this Small Business Admin- 
istration has discharged that No. 1 responsibility as well as could be 
expected? 

Mr. Hitt. Mr. Hiestand, of all the things the Small Business 
Committee has done, under my observation, we did no greater piece 
of work in any area in the United States—I am sure it was under our 
chairman, Mr, Patman—when we went into California and told the 
little manufacturers in California how they could participate in the 
defense of this country by obtaining the proper type and kind of 
information from the defense operation through the Army, the Navy, 
and the Air Force. 

Mr. Hrestanp. I am happy to have you bring that out, because 
that was some information of which I had knowledge, and I was 
anxious that it be a part of the record. 

Mr. Hit. If you could read those hearings and see the number of 
people that came into our meetings—Mr. Multer will bear me out— 
they had no conception of how to get into a position where they 
could bid on products that we needed, and by the time they got the 
information through various and devious ways the contract had been 
let several days before. We put a stop to that. The Small Business 
Committee must take the full credit, not myself and Mr. Multer, but 
our committee and staff. 

Mr. Hiesranp. Is it your judgment the loaning responsibility of 
the administration could have been set up more rapidly consistent with 
safety? 

Mr. Hint. I would say two things. First of all, it could have been 
more carefully considered by the Congress as to how to put the loaning 
provisions in the act, and how to absorb the RFC. Probably the 
members of the Small Business Committee would have considered it 
from a different angle had we known it was intended to have the 
SBA do the job of collecting and disbursing loans, and making that 
the most important part of the work, which I think is the lesser part. 

Mr. Hiestanp. Do you favor the increase of the present loaning 
minimum? 

Mr. Hut. I think I answered that already. Yes, I would find 
no fault with that. 

Mr. Hrestann. Thank you. 

Mr. McVey. Mr. Chairman. 

The CuarrmMan. Mr. McVey. 

Mr. McVey. I should like to ask Mr. Hill a question, if I may. 

You stated a moment ago that loans have not been permitted for 
the establishment of new industry. Do we have particular reasons 
why loans shouldn’t be used for that purpose? 
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Mr. Hit. I didn’t get the last end of that—particular reason why? 

Mr. McVey. For the establishment of new industries, such as the 
cement industry, for example? 

Mr. Hixu. Of course, I always had the idea our loans were to assist 
the small businesses that were already operating, and not to put new 
firms in business. 

Mr. McVey. Do you have a particular reason, though, for that? 

Mr. Hitt. No. I should say if you want to make that change 
that is up to Congress. 

Mr. McVey. I wondered if you had any reasons. 

Mr. Hix. I am not trying to sidestep a single question; I have no 
reason in the world to. In view of all purposes that atomic energy 
may be used for, shall I say, active purposes other than for defense, it 
might be a very good thing to have regulation whereby new busi- 
nesses could be set up under the proper basis. 

The danger of the new business, I am frankly confessing that I am 
a little afraid—I have that little fear that we will loan money for a new 
business when you have an old business right around the corner. 
All you have to do is give them educational opportunities and possible 
assistance from the outside, and they can go along and do their best to 
grow and continue. I don’t know anything worse than a lot of small 
businesses going broke. I don’t want myself to be placed in a position 
to defend a lot of businesses that in 10 years, 5 years, or less, will be 
bankrupt. That is the thing we must watch out for as a Congress. 

Mr. McVry. You do have the situation in regard to the cement 
industry. There is an extreme shortage in allowances to public 
schools, for example. Have you any solution for that situation? 

Mr. Hit. No, I haven’t. 

Mr. McVey. That is going to get worse as the big roadbuilding 
projects get underway. 

The Cuarrman. If there are no further questions we are glad to 
have had you with us. 

Mr. Hitt. Thank you, Mr. Chairman. I am glad to have talked 
with you. 

Mr. Fink. The next witness is Mr. Thomas B. Curtis, of Missouri. 


STATEMENT OF HON. THOMAS B. CURTIS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSOURI 


Mr. Curtis. Mr. Chairman, first, I want to thank you for the 
opportunity of appearing before the committee to testify on the pro- 
posed extension of the Small Business Act. I want to say, first, that 
I am strongly in favor of extending this legislation, but my purpose in 
appearing is to direct your attention to two aspects of the act which, 
in my opinion, call for either legislative changes or, possibly, inasmuch 
as they might be purely administrative abuses, could be done by 
language in the committee report. 

In order to get across these points of view I have taken a case his- 
tory of one of the companies in St. Louis, Mo., the A. S. Aloe Co., 
and I have had mimeographed copies prepared of this statement of 
A. S. Aloe Co. in support of their recommendations, but I want to 
emphasize that I am simply using the A. S. Aloe Co. as a case history 
to illustrate these two problems in the administration of the Small 
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Business Act, and I think on examination you will find that this sit- 
uation prevails throughout the country. 

I might also state that my interest in this is derived to a large ex- 
tent from having served on the Small Business Committee when Mr. 
Patman was chairman back in the 82d Congress. 

We all were grappling with these problems of the small business. 

I want to possibly read the first page of the A. S. Aloe Co. state- 
ment, because I think it will get across the basic point: 

The A. S. Aloe Co. and its subsidiaries are engaged in the distribu- 
tion of scientific and laboratory equipment and supplies, hospital and 
laboratory furniture, physicians’ supplies and equipment, and surgi- 
cal and hospital supplies and equipment. Hospital and laboratory 
furniture is manufactured by a subsidiary and sold through the A. S. 
Aloe Co. and subsidiaries. Many of the items sold by A. S. Aloe 
Co. are essential to research and development in scientific, laboratory, 
and hospital work. A number of them have been developed by A. S. 
Aloe Co., or by other companies of comparable size, without the 
assistance of any grants for research, or otherwise, from the Govern- 
ment. 

It is essential that firms of this type which have the know-how and 
the facilities to perform this development work in cooperation with 
physicians, hospitals, and laboratories be kept in a position where 
there is a business incentive to continue their work in the development 
and improvement of items essential to the public health and welfare 
programs. ‘That business incentive will disappear if such firms are 
excluded from selling such items to the Government after they have 
expended considerable time and effort in working them out and getting 
them accepted in the field. 

Moreover, such firms maintain stocks of the different kinds of 
equipment and supplies so that they can be supplied on short notice 
to the institution, either governmental or private, that needs them. 
It is important that such stocks be maintained and available for 
emergency purchases. But there is no incentive for the companies 
maintained such stocks to continue to maintain them for emergency 
purchases only. In order to justify a company in maintaining stock, 
a company must have its share of the normal purchases where there is 
no emergency requiring immediate delivery. 

Now, Mr. Chairman, I would like permission, if I may, to insert 
the balance—— 

The CuarrMan. You wish to insert that in the record? All right, 
you may do so. 

Mr. Curtis. Thank you. 

(The information referred to is as follows:) 


STATEMENT By A. S. ALOE Co. IN SupPoRT OF AMENDMENT TO SECTION 214 oF 
THE SMALL Business Act 


The A. 8S. Aloe Co. and its subsidiaries are engaged in the distribution of scien- 
tific and laboratory equipment and supplies, hospital and laboratory furniture, 
physicians’ supplies and equipment, and surgical and hospital supplies and equip- 
ment. Hospital and laboratory furniture is manufactured by a subsidiary and 
sold through the A. 8. Aloe Co. and subsidiaries. Many of the items sold by 
A. S. Aloe Co. are essential to research and development in scientific, laboratory 
and hospital work. A number of them have been developed by A. 8S. Aloe Co., 
or by other companies of comparable size, without the assistance of any grants for 
research, or otherwise, from the Government. It is essential that firms of this 
type which have the know-how and the facilities to perform this development work 
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in cooperation with physicians, hospitals, and laboratories be kept in a position 
where there is a business incentive to continue their work in the development and 
improvement of items essential to the public health and welfare programs. That 
business incentive will disappear if such firms are excluded from selling such items to 
the Government after they have expended considerable time and effort in working 
them out and getting them accepted in the field. 

Moreover, sueh firms maintain stocks of the different kinds of equipment and 
supplies so that. they can be supplied on short notice to the institution, either 
governmental or private, that needs them. It is important that such stocks be 
maintained and available for emergency purchases. But there is no incentive for 
the companies maintaining such stocks to continue to maintain them for emergency 
purchases only. In order to justify a company in maintaining stock, a company 
must have its share of the normal purchases where there is no emergency requiring 
immediate delivery. 

Despite the contributions of these companies, including A. 8S. Aloe Co. and 
firms of similar size, to the establishment and acceptance of new and improved 
devices and products, and the maintenance of stocks, available in emergencies, 
by those firms, they find themselves excluded to an increasing extent from ob- 
taining Government contracts in this field because of the preferences granted to 
so-called small-business concerns which, by and large, perform no development 
services and maintain no stock on hand, but merely transmit the order to the 
manufacturer for delivery. This is especially unfair under the prevailing dis- 
criminatory policy on tie bids, where the award is made solely to so-called small 
businesses. 

While A. S. Aloe Co. and its subsidiaries together employ more than 500 em- 
ployees, the parent company which is by far the largest unit, has less than 500 
employees. It is not a large business by ordinary standards. Indeed, it and 
all of its subsidiaries have not more than 200 employees engaged in the scientific 
and laboratory equipment and supply field—which is the area which is relevant 
to this statement. Only under the arbitrary 500-employee definition adopted 
by the procurement agencies is the Aloe Co. considered large. Those agencies 
consider any corporation to be large if the number of persons employed by it 
and all corporations in any way affiliated with it exceeds 500. This definition 
is not justified under the Small Business Act of 1953, extension of which is being 
considered by this committee. That act defined a small business as ‘‘one which 
is independently owned and operated and which is not dominant in its field of 
operations” (sec. 203 of Small Business Act of 1953). The Small Business 
Administration was authorized in the act to make a detailed definition of small 
business, and to consider “in addition to the foregoing criteria,’’ number of em- 
ployees and dollar volume of business. However, for procurement purposes the 
Small Business Administration and the procurement agencies have ignored all 
statutory criteria and have used the 500-employee definition. So far as we can 
find out they have paid no attention whatsoever to whether a firm is dominant 
in its field of operation or whether it is independently owned and operated. 

In no sense can A. 8. Aloe Co. be said to be dominant in the field in which it 
operates. It should, therefore, under the definition adopted by Congress and 
set forth in the Small Business Act of 1953, be considered small business despite 
the fact that it and its affiliates have more than 500 employees. 

Although this action by the procurement agencies is, in our opinion, unfair 
and is not in the best public interest and is contrary to the statute from which 
the Small Business Administration derives its authority, the committee’s atten- 
tion is now directed to only one aspect of this unfair situation. 

That aspect is the discrimination in favor of so-called small business on tie 
bids. It is the universal practice of Government procurement agencies in cases 
of tie bids (which are rather frequent in this highly specialized field) to award 
the contract by lot to one of the small-business bidders to the exclusion of all 
companies arbitrarily classified as not being “small business.’”” Any company, 
stigmatized by arbitrary definition as a large business, as is A. S. Aloe Co., is 
completely excluded from consideration in the many instances in which its bid is 
the same as the bids of competitors who are classified as small-business concerns. 

Typical of the Government regulations having this discriminatory effect is 
section 2—406.4 of the Armed Services Procurement Regulation reading (so far as 
is here material) as follows (CCH par. 29,086) : 

“Equal low bids.—(a) When 2 or more bids are equal in all respects (taking 
into consideration cost of transportation, cash discounts, and any other factor 
properly to be considered) award shall be made by a drawing by lot which shall be 
witnessed by at least 3 persons and which may be attended by the bidders or their 
representatives, provided: 








144 EXTENSION OF SMALL BUSINESS ACT OF 1953 


(i) subject to (ii), (iii), and (iv) below, (1) in the case of equal low bids, one 
of which is submitted by a small-business concern, as defined in ASPR 1-—302.3, 
award shall be made to the small-business concern, and (2) in the case of equal low 
bids, two or more of which are submitted by small-business concerns, award shall 
be made by a drawing by lot limited to small-business concerns.” 

Similarly, General Circular No. 3 of the General Services Administration of 
August 10, 1950 (CCH par. 2241): 

“4. Award when equal bids are received—When two or more equal bids are 
received, award shall be made in accordance with the following principles: 

““(a) Subject to (b), (ce), and (d) below, in the case of equal bids, one of which 
is submitted by a small business concern, award shall be made to the small-business 
concern, and in the case of equal bids, two or more of which are submitted by 
small business concerns, award shall be made by a drawing by lot limited to the 
small business concerns’’. [Italic added.] 

These procurement regulations were adopted after a ruling of the Acting 
Comptroller General (B—25909 dated November 18, 1949) that such procedure 
would not be objected to by him if it were ‘administratively determined”’ that 
the exclusion of the other bidders would ‘‘further the expressed congressional 
policy,” and a statement to that effect accompanied the contract filed with the 
Comptroller General. The only excuse for these tie bid regulations that we 
ean find is this Comptroller General’s ruling. 

This ruling of the Comptroller General obviously requires a specific finding in 
each case based on its facts as to the effect the award would have on the pro- 
ductive capacity of the United States and on small business. It did not contem- 
plate a blanket finding which is made automatically applicable to every tie bid 
by these procurement regulations. Such a blanket finding in the scientific and 
laboratory equipment and supply field, where so many equal bids are received, 
results in firms such as A. 8. ios Co. being virtually excluded from Government 
business and so-called small business receiving all the business. (Obviously 
more than merely a fair share of the business in this field.) 

Tie bids occur so often in this field because a great many of the items in it are 
fair traded or legally price fixed items on which the manufacturer controls the 
price at which his customers must sell. The work done by the manufacturer in 
conjunction with the distributor of these vital products and equipment has brought 
about such a degree of acceptance of the particular items that the manufacturers 
are able legally and practically to require price maintenance. No similar product 
without the manufacturer’s guaranty of both quality and performance of the item 
can replace it in the mind of the customer. Therefore, the distributor cannot risk 
a refusal by the manufacturer to supply the item to him in the future—which the 
manufacturer might do if his “recommended price’’ was violated by any distrib- 
asa Furthermore, the distributor would run the risk of suit under the fair trade 
aws. 

Thus a company such as the A. 8. Aloe Co. is caught by the tie-bid regulations 
and is virtually excluded from doing business with the Government which is one 
of the largest, if not the largest purchaser of scientific and laboratory equipment 
and supplies. This exclusion will retard rather than encourage the maintenance 
and growth of productive capacity, and if it persists and increases, may well result 
in many items not being stocked by companies such as A. 8. Aloe Co. and thus 
not being available in any quantity in an emergency. The continuance of this 
discrimination would also tend to destroy the incentive of companies in the field 
to incur the expense and effort of developing future items because they would be 
excluded from supplying them to the Government after they developed them 
This committee should realize that the items referred to here as being in the scien- 
tific and laboratory equipment and supply field, are items which are important to 
public health and the general well being of the people of the United States. They 
may become extremely important in any national emergency where large-scale 
medical action is important. The quality of the equipment is a prime factor in 
such a situation and firms such as A. 8S. Aloe Co. are important in maintaining 
and improving that quality. 

To remedy this situation, it is proposed that Congress provide that when equal 
low bids are received, the contract be awerded by lot among all the low bidders 
without respect to size. This will permit the present preference to: bidders in 
labor-surplus areas to remain in effect, but will eliminate the unfair discrimination 
against those companies which have done and are doing much to increase the 
availability and improve the quality of the country’s scientific and laboratory 
equipment. Nor will it interfere with the set-aside program under which a part 
of a procurement is set aside for small business and other firms are not permitted 
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to bid. The suggested change will merely put all firms making equal low bids 
on the same footing. Small business will still be mathematically assured of 
getting its fair share of the business for which tie bids must as a practical matter 
be submitted, since there are so many more small businesses than large. As it is 
now, small businesses get all this business, and this is not only contrary to the 
law but may be detrimental to the welfare of the country in this vital area of 
national preparedness and health. 

Accordingly, in order to assure that all businesses get their fair share of Govern- 
ment purchases, we suggest that section 214 of the Small Business Act be amended 
by adding at the end thereof the following: “‘Provided, however, That, whenever 
any procurement agency shall make selection by lot from’ among two or more 
equal low bids, all concerns, whether large or small, submitting such equal bids 
shall be included in such drawing.”’ 


SUGGESTIONS AS TO DEFINITION OF SMALL BUSINESS 


The A. S. Aloe Co. also would like to see the 500-employee definition of small 
business definitely eliminated. Congress apparently intended to do so with the 
Small Business Act of 1953, but it did not succeed. In connection with abolishing 
the 500 limitation, attention should also be given to the problem of affiliated 
corporations and to placing some limitation on adding together all the employees 
of all affiliated corporations for the purpose of whatever numerical limitation 
may be established. When a business, for legitimate business reasons recognized 
by the Treasury Department, has seen fit to conduct its operations through 
separate corporate entities, no one of which has as many as 500 employees, the 
Government procurement agencies should accept that fact of economic life, and 
treat the corporate entities as separate enterprises. 

Obviously, with all of the complications of recordkeeping and the expenses 
of accounting, and other complications of maintaining separate corporations, 
no large business could afford to rearrange its corporate structure so as to break 
up into a series of separate corporations, no one of which would have more than 
500 employees, merely for the purpose of bidding on Government business. 
Furthermore, if no corporation in any affiliated group had more than 500 employ- 
ees, it would be an extreme case where the affiliated group would really be a big 
business. On the other hand, it is recognized that in some lines of business a 
corporation with several thousand employees might be considered a small business 
in that field. To meet this problem, the statute might well provide that a different 
numerical standard be set up for each industry, but that no firm shall be con- 
sidered a large business if neither it nor any corporation with which it is affiliated 
has as many as 500 employees and has not been rejected as a separate entity by the 
Treasury Department. Such a definition would relax the rigidity which now 
afflicts the definition of small business and would permit firms which are really 
small businesses operating independently, to retain their status as small business. 
It would still prevent a large business from qualifying as a small business by setting 
up a dummy subsidiary with only a few employees. 

The limitation suggested would give the executive agencies discretion to permit 
firms with more employees than 500 to be considered small business. Such disere- 
tion seems obviously necessary in such fields as automobile or steel manufacturing 
and perhaps in other industries. It would, however, prevent abuse of discretion 
by preventing such agencies from classifying a business as large, in cases where 
it obviously is not. In view of the action of such agencies in ignoring for procure- 
ment purposes the definition of small business in the Small Business Act of 1953, 
with its emphasis on being independently operated and not being dominant in its 
field of operations, some such limitation would appear to be necessary. 

Nor would the suggested amendment permit large businesses to split themselves 
up so as to qualify as small businesses. Such splitups raise many problems which 
are difficult for large concerns to solve. It would hardly be possible, nor would 
it be worth while, for a large business to divide itself into sufficient segments 
(none larger than 500 employees) to qualify, and still retain adequate control over 
its operations, without making prohibitive its expense of doing business. Big 
business has too many problems to make it worth while to rearrange its entire 
corporate and tax structure merely for the privilege of being considered on a parity 
with the smallest business entitles for the purpose of being treated equally in cases 
of tie bids. 

It should perhaps be pointed out that this definition need not be made appli- 
cable to the money lending activities of the Small Business Administration, if that 
seems undesirable. It can be limited to the procurement activities of the Govern- 
ment. The Small Business Administration already makes such distinctions. See 
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Small Business Administration—What It Is—What It Does published by the 
Small Business Administration in December 1953. In that publication the Small 
Business Administration points out that it applies one definition of small business 


for procurement purposes and others for loan purposes under the Small Business 
Act of 1953. 


We, therefore, urge the committee to import some flexibility into the definition 
of small business but to limit the discretion of the executive agencies to ruthlessly 
deprive a company, in this or any other critical area, of virtually all Government 
business, by including employees of corporations recognized even by the Treasury 
Department as independent of those of affiliated corporations, when none of them 
have as many as 500 employees. 

Mr. Curtis. The point is this: A. S. Aloe Co. actually has less than 
500 employees in its own organization, or any of its subsidiaries, but 
taking its subsidiaries and itself together they pass the 500-employee 
mark. The definition of our present Small Business Act of 1953 
actually would include a company like A. S. Aloe as a small business 
if it were defined along certain lines. The act presently says: 

A small business, one which is independently owned and operated, and which 
is not dominant in its field of operations. 

And the Small Business Administration was authorized in the act 
to make additional definitions of small business and to consider: 

In addition to the foregoing criteria number of employees and dollar volume 
of business. 

Here is the issue that is involved: For procurement purposes the Small 
Business Administration, and the various governmental procurement 
agencies, have practically ignored all the statutory criteria that we 
have put in, and have used the 500-employee definition exclusively. 
So far as studies can determine, they pay no attention to whether a 
firm is dominant in its field of operation, whether it is independently 
owned and operated. 

Now, one suggestion I would have. Of course, the act itself could 
be amended, and I have some proposed language that it would read: 
Provided, however, That no concern that has less than 500 employees shall be 
classified as other than small business for Federal Governmental procurement 
purposes so long as it is not affiliated with any concern which has more than 500 
employees, and none of such affiliated concerns is denied separate tax status by 
the United States Treasury Department. 

That would, of course, take care of the immediate situation of A. S. 
Aloe Co., and companies that are in exactly that position. 

However, my personal suggestion is that possibly language in the 
report, which again calls attention to the Small Business Administra- 
tion that the Congress intends them to not just take an arbitrary 
figure like 500 and then completely disregard all of these other factors 
that go to determine what indeed is a small business, that we as the 
Congress have felt should receive some special consideration in the 
procurement program of the Federal Government. 

The other problem that the A. S. Aloe case history presents comes 
about through the fact that the most of the products that they sell are 
subject to fair-trade laws, and therefore the price that is offered to the 
Government on these products, or being fair traded, are the same. 
And so in this field of any fair-traded item the Government has tie 
bids. And in following that thought up, incidentally, I was not 
entirely sure whether or not the fair-trade laws—State fair-trade 





laws applied to sales in the Federal Government. I knew that is 
actually what the custom was, that any fair-traded article was in the 
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bids to the Government, the fair-traded price was included so that we 
are getting vast quantities of tie bids. 

So I ask the.small-business staff, rather, Mr. Dalmas, to dig into 
that a little bit. I have a report from the legislative reference service 
on this subject, and I ask that copies of the little study made by the 
legislative reference service be available to the committee, and I 
would ask that that, too, be inserted in the hearings. 

The result of their studies is no more than to say, as I judge it, that 
the State law is completely muddled and is not clear, and, therefore, 
it is probably true that the fair-trade laws do apply to fair trade— 
products that come under fair trading, and, therefore, we are going to 
continue to have in this field, and any field where the fair-trade laws 
do apply, a great many tie bids that the Government procuring agen- 
cies will have to deal with. 

Now, the various procurement agencies have adopted various pro- 
cedures in handling tie bids, and generally the procedure is simply to 
put all the bids in a hat and draw out by lot each time and whatever 
name is drawn out will get the bid. This is where we come in to this 
question of whether we need administrative or legislative relief, and 
I might say you might wonder why I, who am a strong small-business 
advocate, would raise this particular point. The various procurement 
agencies have been excluding all but small businesses in these tie bid 
situations. In other words, only the small businesses are put into the 
hat in the event of a tie bid. So instead of an equalizing law, that is 
to be sure—and that is the usual case we have to concern ourselves 
with—to be sure the small business gets an equal opportunity, and 
they have never asked for more than an equal opportunity, actually 
they are getting a completely exclusive field in this rather large field 
of tie bids under this administration, under the administrative setup 
that the procurement agencies of the Government have set up. 

So there is this suggestion that the act be modified, and I again say 
it is possible the same thing might be done by language in the com- 
mittee report, but I think here probably legislative action would be 
indicated if the committee agrees with my presentation: 

Provided, however— 
this is the language— 


that whenever any procurement agency shall make selection by lot from among 
two or more equal low bids, all concerns, whether large or small, submitting such 
equal bids shall be included in such drawing. 

Incidentally, that would still give considerable advantage to small- 
business concerns because take a situation where there are 18 bids, 15 
of them will be probably from small business, 3 from the large busi- 
nesses. So drawing equally by lot, if all the names are in the hat, 
small business has 5 chances to 1 chance of the larger 1 getting the 
bid. 

And I have no objection to that, and apparently these concerns 
that are affected by this would be perfectly willing to go along, as 
long as their name is included in the hat at the time of the drawing. 

That completes the presentation I wanted to make, and although 
these seem to be—well, they are just small parts of the Small Busines 
Act, I do think they are significant, and important parts, and I am 
hopeful that the committee will consider them, and either in their 
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judgment, either through legislative amendment, or by proper lan- 
guage in the report, will correct them. 

Thank you very much, Mr. Chairman. 

Mr. Chairman, one other thing: Congressman Hyde of Maryland, 
who was here this morning, wanted me to say that he wanted to 
associate himself with my remarks in regard to this problem on this 
fair-traded item, and asked permission to submit a letter which he 
will write to the committee and have that inserted in the record. 

The CuatrMan. That may be done. 

(The letter referred to is as follows: ) 


CoNGRESS OF THE UNITED STATEs, 
HovusE oF REPRESENTATIVES, 
Washington, D. C., June 28, 1955. 
Hon. Brent SPENCE, 


Chairman, Committee on Banking and Currency, 
House of Representatives, Washington 25, D. C. 


Dear Mr. CnHairMan: I am writing in support of the amendment to section 
214 of the Small Business Act recommended to your committee this morning by 
Congressman Thomas B. Curtis of Missouri. 

I am extremely anxious to see that Congress does all that it can to give small 
business a fair competitive break with big business. The situation that has 
arisen with respect to ‘“‘equal low bids” strikes me as being discriminatory and 
not in the best interest of business as a whole nor in the best interest of the Gov- 
ernment. It would certainly seem to be fair in the case of equal low bids to 
permit all of the bidders to be given an equal opportunity in a drawing for the 
award. This is not asking too much. All small business asks is an equal oppor- 
tunity to compete. 


Mr. Curtis’ amendment would seem to maintain this spirit of fair play and 
equality and I, therefore, strongly urge favorable consideration by your committee 
of the suggested amendment to section 214. 

Sincerely, ° 
DeWirr 8. Hype. 

Mr. Curtis. Thank you. 

Mr. Muurer. Mr. Chairman. 

The Cuarrman. Mr. Multer. 

Mr. Mutter. Mr. Curtis was a very valuable member to the 
Small Business Committee in years gone by. The problem that you 
presented to the committee here today, to this committee, has already 
been presented in many instances to the Small Business Committee 
during its hearings during this session. 

You raise a very important point. I think it can be treated only 
legislatively. Putting it into our report will not help the situation, 
because there is other legislation under which the Defense Department 
acts. Unless we repeal that legislation, and make more specific in 
the bill we report out that we meant exactly what we said, and that is 
that a small business is one which is independently owned and oper- 
ated, and not dominant in its field, and in arriving at such finding may 
include the numerical number of employees in their criteria, provided 
that is not the sole standard used. 

We thought we made it clear, at least I thought we did, that the 
fact that there were 500 employees or more in a company didn’t mean 
it could not be small business. But the Defense Department and 
other departments of the Government, particularly in procurement 
matters, take the position that if it is 500 employees or more it can’t 
be small business. 

Mr. Curtis. That is what they are doing. 
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Mr. Mutter. Thatiswrong. I don’t think Congress ever intended 
that would be the sole criteria. I thought we had made it quite clear 
that that should not be done. 

During the course of our Small Business Committee hearings, the 
Defense Department said ‘‘We would like to go along with you but 
we can’t,” because the law says we can’t. We will have to try to 
repeal that section; I tried to cover it in my bill H. R. 6301. I think 
we should require the Small Business Administration, when called 
upon, to issue a certificate as to whether a company is or is not a small 
business; if they say it is a small business every department of Goverm- 
ment must recognize it as small business, and deal with it accordingly. 

From what you said I think the company you talk about, A. S. Aloe 
Co., is not one that is dominant in the industry. 

Mr. Curtis. That is right, it isn’t at all, and it isn’t independently 
owned and operated. 

Mr. Mutter. The fact there are 500 employees in it and all its 
affiliates does not take it out of the category of small businesses, and 
it should be permitted to participate with these other companies, 
except the Defense Department holds up their hands and says the 
law says we can’t do it. Unless we change it the report can’t help 
you. 

I do hope the committee will go along with my suggestion as found 
in my bill. 

Mr. Curtis. I want to say this, Mr. Multer, I know how much 
work you devoted to this particular problem, and in your capacity as 
a member of the Small Business Committee for many years, and I 
appreciate what you have said there, and I am in full accord with 
your solution to the thing. I only mentioned the possibility being in 
the report, [ don’t think that would do it, either, and I think, as you 
do, that legislative action is required if we are going to get this thought 
across and actually have our procurement agencies doing the job they 
should. 

I again want to emphasize that I use the A. S. Aloe Co. as a case 
history because I find it is easier to understand these things if we have 
something specific we are talking about, and it happens to illustrate 
the point quite well. 

Mr. Mutter. It points up very well the general problem. This 
problem is not unique to A. S. Aloe. It runs right through the 
country, and in every industry, in every trade. 

Mr. Curtis. That is correct. 

Mr. Muurer. Not in just the one. I might also indicate to you 
the Atomic Energy Commission does a lot of business with small- 
business firms. They don’t have any restrictive legislation such as 
the Defense Department. They solved their problem by going to 
the Small Business Administration each time and asking, ‘‘We don’t 
have the facilities to determine whether a comapny is small business. 
What is it? The Small Business Administration says this is or is not 
small business, and they deal with them accordingly. 

I think every agency of the Government ought to do that same 
thing. 

Mr. Curtis. I certainly thank you. 

Mr. McDonovau. Mr. Chairman. 

The CHarrman. Mr. McDonough. 
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Mr. McDonoveu. I think you have an excellent idea, Mr. Curtis, 
but there is one thought that comes to me in connection with your 
proposal, that first a bidder has to be a responsible bidder. 

Mr. Curtis. That is correct. 

Mr. McDonoveu. If a responsible bidder in procurement of cer- 
tain items in which there are a number of equal bids that are thrown 
into a hat with others, and he happens to be lucky enough to receive 
the award, and then within a month a similar bid for a similar prod- 
uct comes along, I think by rotation he should not be included in the 
next hat draw for at least 90 days. 

Mr. Curtis. By rotation, might I say, Mr. McDonough, on that, 
I am directing my attention to what they are already doing. In the 
statement of A. S. Aloe they point out exactly the procedures being 
adopted in the armed services where that is what they are doing now, 
is putting them all in a hat and drawing them out, but the only names 
they put in the hat are small business names. 

Mr. McDonovuau. But are they all responsible bidders? 

Mr. Curtis. I presume they are. I presume what they do before 
they decide whose name to put in the hat, that they go through two 
tests. One, responsible bidder; second, are they small business? If 
so, then they go into the hat. If they are large business they don’t 
go into the hat. If they are an irresponsible bidder, they don’t go 
into the hat. And I don’t believe they pay any attention to whether 
& previous contract has been let to them, which is the suggesting you 
are pointing up, which I think is very well taken. 

Mr. McDonoveu. The same fellow could be lucky enough to get 
the award two or three times in succession, and once he had the award 
I think he should not appear again on the list for another 90 days. 

Mr. Curtis. That is the problem. 

Mr. McDonoven. Or within a reasonable time, something which 
should be worked out. 

Mr. Curtis. What they are doing, now, I don’t think is good. It 
could be corrected administratively, but I suggest because the Small 
Business Committee has been very helpful in trying to get something 
done toward correcting it, unsuccessfully, is the very reason that I 
am here today on that point asking this committee to consider whether 
or not legislation wouldn’t be the answer to it. 

Mr. Hrestanp. Mr. Chairman. 

The Cuarrman. Mr. Hiestand. 

Mr. Hisstanp. Do I understand in the Defense Department bids 
on fair price items that the Defense Department is required to pay 
the retail fixed price under the law? 

Mr. Curtis. Apparently so. That is why I had this study made 
by the Legislative Reference on this subject. The question, appli- 
cability of State fair trade laws in sales to Government. 

Mr. Hiestanp. Even if they buy in wholesale quantities? 

Mr. Curtis. Yes, the law is very muddy as this report will show. 

But I think they conclude that probably the fair trade laws are 
applicable to the Federal Government. 

Mr. Hrestanp. The other thing I was going to suggest was that 
on your proposed amendment wouldn’t you like to spell out or define 
that word “affiliated”? Affiliated could mean a lot of things, par- 
tially, owned, controlled, associated. Wouldn’t vou like to define 
that? 
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Mr. Curtis. I think it should. My question on that, of course, 
there I would bow to the technical drafters, because they might say 
that you can use affiliated, and then in your report, committee report, 
spell out in a little more detail what you mean. But it certainly 
does need definition. I don’t know whether there is sufficient legal 
definition now in our court opinions on the term ‘“‘affiliated’’ to 
answer the question. . 

Mr. Hrestanp. Mr. Chairman, I think the Congressman should 
be commended on the thought he has expressed. 

Mr. Curtis. Thank you very much. Thank you, Mr. Chairman. 

The CHarrMan. We are glad to have your views, Mr. Curtis. 

Mr. Van Zandt. 


STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Van Zanpt. Mr. Chairman and members of the committee, 
I am grateful of having the opportunity of appearing before you this 
morning. 

The CuHarrMAN. You can proceed as you desire. Any reference 
matters you can insert in the record. 

Mr. Van ZANptT. Very well. 

My name is James E. Van Zandt, Member of Congress, 20th Dis- 
trict of Pennsylvania. 

It is a pleasure to have the opportunity of appearing before this 
committee in support of legislation to extend the life of the Small 
Business Administration and make it a permanent agency of govern- 
ment, 

My purpose of appearing before you is twofold. First, I should 
like to relate my experience in working with the Small Business 
Administration and, secondly, I wish to make several suggestions 
which will expand the activities of the Small Business Administration, 
thus enabling it to perform in a more effective manner. 

Mr. Chairman, I represent the 20th District of Pennsylvania com- 
prising Blair, Centre, and Clearfield Counties. Geographically, my 
district is in the central part of the Keystone State. 

Since 1949 my district has been classified by the United States 
Department of Labor as a critical area and at the present time it is 
listed in group F because of having a very substantial labor surplus. 

This classification means that we have over 13 percent of our em- 
ployables. walking the streets looking for work. 

The cause of unemployment in my congressional district is due 
basically to a sick bituminous coal industry which has had adverse 
effect on the railroads and related industries. The net result is that 
thousands of my constituents having exhausted their rights to unem- 
ployment compensation are forced to exist on public assistance from 
the Commonwealth of Pennsylvania and on surplus commodities. 

This unemployment situation in my congressional district is not of 
recent origin. It has been developing for the past several years 
primarily because substitute fuels have replaced the use of bituminous 
coal. The day of reckoning which is now upon us was delayed because 
of World War II and the Korean conflict. 

In the meantime, having seen the handwriting on the wall, practi- 
cally every one of our local communities organized industrial commit- 
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tees, and thousands of dollars have been raised by public subseription 
in an all-out and long-range program of rehabilitating the industrial 
economy of the area by attracting new industries or expanding the 
existing facilities of those already located in the community. 

To date I can report some progress but, as you know, the nationwide 
competition for new industries is keen and requires time, effort, and 
money. 

Over a period of years the Small Business Administration and its 
predecessor the Small Defense Plants Administration, have been a 
tower of strength in our efforts to rehabilitate and keep in operation 
existing plants as well as assisting in securing new industries. 

To be more specific, in my congressional district the Small Business 
Administration, made an inventory of our productive capacity and 
then assisted our industries to become eligible for defense contracts. 
After eligibility was established the Small Business Administration 
has continued to furnish the industries concerned with full informa- 
tion regarding bids asked for by the Department of Defense. 

In addition, full information on Government-owned patents has 
been made available to all businesses for the purpose of giving them 
rew products to manufacture. 

In the field of small-business procedures the regional and district 
offices of Small Business Administration. have been very helpful to 
businessmen in my congressional district in acquainting them with 
new and modern business methods. 

Probably the most effective assistance rendered by the Small Busi- 
ness Administration has been through loans to industries that have 
moved into my congressional district or to those firms already there 
who needed financial aid for the purpose of expansion. 

Mr. Chairman, in my opinion the Small Business Admimistration is 
doing an effective job in aiding the small-business man of the Nation 
because without its assistance in congressional districts like my own 
where the economy is sagging our efforts to promote recovery would 
not be as far advanced. 

As I said in the beginning, I have several suggestions to offer. First, 
in extending the life of the Small Business Administration I hope that 
Congress will take prompt action in making it a permanent agency of 
Government so that the experience gained together with long-range 
planning will make it a more effective arm of the Federal Government 
in carrying out its mission in the field of small business. 

Secondly, in drafting legislation to extend or perpetuate the Small 
Business Administration | believe that if it is within the jurisdiction 
of this committee it should be made mandatory that the Department 
of Defense set aside a reasonable percentage of defense orders so that 
industries in labor surplus areas may have an opportunity to obtain 
them as a means of providing employment. 

At the present time the Department of Defense has discretionary 
authority with the result that the so-called set-aside program has 
proved a farce. 

My next suggestion concerns my bill H. R. 5729 which is designed 
to authorize loans by the Small Business Administration to develop- 
ment credit corporations or industrial foundations located in areas 
having a substantial labor surplus. 

Under the present authority given in the Small Business Act of 1953 
financial aid by the Small Business Administration, except for disaster 
loans, can be made only to businesses as such. 
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Since a development credit corporation as a nonprofit institution is 
not recognized as a business therefore granting the authority for such 
loans will be a new field of operation for the Small Business Adminis- 
tration. 

In my study of the subject I find there are several questions that 
may arise. 

1. Is there a demand for this type of lending? 

2. Could such a program be administered under the Small Business 
Administration’s present credit policy? 

3. What would be the overall effect of such a program? 

In seeking an answer to the first question I find there are several 
types of development credit corporations, namely, the Statewide 
corporations and the local corporations sometimes known as industrial 
development corporations, and so forth. 

As some of you know, statewide corporations exist in your own 
States and especially in the New England area. It is my under- 
standing that New York State recently enacted a law establishing a 
development credit corporation. 

In the field of statewide corporations, favorable results have been 
achieved from well-organized programs. 

Mr. Chairman, my bill H. R. 5729 does not apply to statewide 
corporations but is restricted to local development groups at the 
community level whose capitalization ranges from $50,000 to $500,000 
with the majority having a capitalization of less than $100,000. 

In practically every instance these local nonprofit industrial 
development groups incorporated under the laws of the State have 
obtained their funds through voluntary solicitation from residents of 
their communities. These local development groups have as their 
objective the rehabilitation of the economy of their areas principally 
by attracting new industries and extending aid to existing business 
firms which may find themselves in difficulty. 

These local development groups buy and sell real estate, offer good 
industrial sites at attractive sales prices to prospective manufac- 
turers, buy or build plants to lease or sell to new industries, offer 
financial aid in the relocation of industrial plants and in some instances 
make funds available to industries through loans or through purchase 
of stock in them. 

In a few words, these community groups represent a dynamic 
force in the ceaseless battle to solve the unemployment problem in 
labor-surplus areas. 

With this background information, let me refer to my first question 
as to whether there is a demand for loans to local development 
corporations. I think I have answered the question in the affirm- 
ative, but let me give you another reason. 

Despite the fact that the economy of the Nation is on sound footing, 
and recognized as being good in general, let us not forget there are 
nearly 150 labor surplus areas certified by the United States Depart- 
ment of Labor as being in groups B to F, which is the category for 
areas with a labor surplus. 

The economy of most of these areas depends upon the coal, railroad, 
or textile industries; while some are affected because industries have 
moved elsewher:. 

Mr. Chairma., I submit that these labor surplus areas that are 
trying to pull themselves up by their own bootstraps are definitely 
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entitled to Federal assistance in the form of loaus in preference to out- 
right subsidies. Therefore, it is my contention that there is demand 
for Small Business Administration loans to local development cor- 
porations. 

In regard to my question as to whether such a loan policy could be 
administered under the Small Business Administration’s present credit 
policy, I have been advised by competent authority that such a loan 
policy can be administered without any difficulty. I feel that Small 
Business Administration officials will confirm my views. 

Mr. Chairman, there may be some curiosity aroused as to whether 
these proposed loans will be repaid. In this connection, let me point 
out that the officers of these local industrial development groups are 
mostly businessmen and can be depended upon to the nth degree in 
meeting any obligation assumed by these community groups. 

In addition, all applications would be subject to careful screening 
by the Small Business Administration and development groups would 
have to stand on their own feet. 

Mr. Chairman, there is another point I should like to mention and 
that is the psychological effect such a lending program would have on 
the formation of new industrial development groups and encouraging 
the activities of existing groups. Even if no money were expended by 
the Federal Government under this loan program the effect its exist- 
ence would have on the morale of the community groups would be 
highly beneficial. 

You will recall my third and final question is what would be the 
overall effect of such a program. 

My answer to that question is that it would have a favorable and 
far-reaching effect on the economy of our Nation especially in labor 
surplus areas by relieving the unemployment situation. 

This would be accomplished by permitting the Small Business 
Administration to make loans where the need at the present time is 
greatest and in areas where today, by reason of the present Small 
Business Administration credit policy, the Small Business Adminis- 
tration is restricted from activity. 

I wish to give you a concrete example after which I will conclude 
my statement. 

Assuming that H. R. 5729 becomes a law or its provisions are 
incorporated in the committee s bill extending the life of the Small 
Business Administration any local industrial development corporation 
may make application for a loan provided it can furnish reasonable 
assurance of repayment. 

For example, a local industrial development group planning to 
build a plant in order to attract new industry must as a condition of 
the loan give a first mortgage on the plant to the Small Business 
Administration as well as an assignment of the lease by the business 
firm which occupies the building, thus furnishing the Small Business 
Administration with what is regarded in commercial circles as adequate 
security for the loan. 

The local industrial development group by reason of securing the 
Small Business Administration loan is then in position to expand its 
activities by being permitted to use funds that possibly for months 
have been invested in the enterprise and now become available for 
the purchase of additional sites and the construction of additional 
buildings. 
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In other words, the funds of the local industrial development 
corporation become a revolving fund permitting further activities in 
rehabilitating the economy of the area 

Mr. Chairman, I hope that the committee will not only recommend 
perpetuation of the Small Business Administration, but that it will 
also either favor my bill. H. R. 5729, or incorporate its provisions in 
any legislation reported by this committee, thus enabling the Small 
Business Administration to be of even gr eater service in the overall 
effort to rehabilitate the critical areas of the Nation. 

That concludes my statement, Mr. Chairman. 

Mr. Mutter. Mr. Chairman. 

The Cuarrman. Mr. Multer. 

Mr. Mutter. You already indicated, I think, that the Small 
Business Administration does give priority attention to labor distress 
areas wherever they get applications——— 

Mr. Van Zanpt. Did you say require what? 

Mr. Mutter. The Small Business Administration does give priority 
to labor distress areas in processing loans and trying to get contracts 
for them? 

Mr. Van Zanpt. That is correct. 

Mr. Mutter. That is what they told us in their third semiannual 
report to the Congress. We have no reason to believe they are not 
doing it. I think they are aware of the situation that in those areas 
they should get in there as quickly as possible and try to help those 
people. 

Your idea is along the same line, and it has worked out very well 
on a voluntary basis in New York and in most of the New E ngland 
States. There what they have done is to form these private lending 
organizations, private capital is subscribed, and then they proceed to 
do the things you suggested be done. W hat you do in effect in your 
bill is suggest that this lending agency of Government would lend 
money to another lending agency which in turn is going to lend the 
money to local areas? 

Mr. Van Zanor. I wouldn’t call it a lending agency. I would 

call it a development corporation, a group of loc al citizens organized 
pose the purpose of bolstering the sagging economy of their community. 

Mr. Mutrer. As I understand it, ‘according to the language of 
the bill, this industrial foundation, or credit corporation—I am taking 
the language from your bill—will promote the establishment and 
location of new industries and businesses. 

Mr. Van Zanvr. That is correct. 

Mr. Mutter. What kind of security can this credit corporation 
or industrial foundation offer, if what it is going to do is lend that 
money in turn for the establishment of a new business? 

Mr. Van Zanpr. As | stated in my statement a moment ago, 
mortgages and an assignment of the lease on the property concerned 
would represent adequate security. 

Mr. Mutrer. I think you will find that will mean double work and 
double expense to get a single loan, for instance, if you have in your 
area a new enterprise, someone wants to start a new enterprise, and 
that enterprise can qualify for a loan, they can go directly to SBA 
and they will get it. Under your plan, first, they must go to the in- 
dustrial corporation, then the industrial corporation must come to 
SBA; that is dual work and dual expense. 
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Mr. Van Zanpr. You are overlooking the real purpose of the local 
industrial development corporation. Their prime effort is to attract 
new industries to their community by offering certain attractions such 
as a new building. 

Mr. Mutter. Let us stop there a moment. Before bringing in- 
dustries in they are going to build a new building, saying it is ready for 
you. It is not yet occupied? 

Mr. Van Zanpt. Not exactly. They get in touch with the company 
concerned to ascertain their wishes, and then construct a building to 
meet the firm’s requirements. Should the firm feel the building is 
satisfactory, in due time, they will purchase same from the industrial 
development group. 

Mr. Fountarn. Would you yield at that point? 

Mr. Mutrer. Certainly. 

Mr. Fountarn. Your bill with respect to local development corpo- 
rations appeals to me because I come from an area which is primarily 
agricultural and we need more industry. However, it seems to me 
Mr. Multer has raised a very practical objection. I don’t see how a 
nonprofit local development corporation would ever be able to repay 
these loans. You are assuming they are going to get the industry in 
the first place. It seems to me it would be a mighty bad risk. 

Mr. Van Zanpr. Do you not have the reputation of the local citi- 
zens who fill the offices of the industrial development group? 

Mr. Fountain. Would they be willing to endorse a note, individu- 
ally, in addition to the corporate note? 

Mr. Van Zanpr. Of course, I cannot speak for the individuals con- 
cerned as to whether they would or would not endorse notes. They 
will have to answer for themselves. However, collectively they rep- 
resent the industrial development group which has assets and which 
could be offered as a guaranty that the loans would be repaid. 

Mr. Fountarn. It seems to me the spirit of the Small Business 
Act is to help business, business which makes a profit. Even though 
this has a very fine motive, and in my section we have local develop- 
ment corporations trying to encourage industry and also trying to 
encourage local people to use their own funds to develop local indus- 
try, but to loan money to a nonprofit organization, designed to 
encourage industry to establish in an area would be loaning money to 
an organization which has no assurance that it will ever be able to 
repay the loan. 

Mr. Van Zanpr. You must keep in mind these local development 
groups have mooey of their own. 

Mr. Fountain. That is true, but they have no assurance they are 
going to get industry there. They aren’t going to invest their funds 
beyond a certain point. 

Mr. Van Zanpr. You will find they have raised funds through 
voluntary subscriptions and if my bill is enacted into a law it will 
make possible SBA loans to local industrial development groups 
thereby releasing their funds to construct additional buildings. In 
other words the funds become a revolving fund and permit further 
activities in rehabilitating the area. 

The CwHarrmMan. Are there any further questions of Mr. Van 
Zandt? 
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If there are no further questions, you may stand aside, Mr. Van 
Zandt. 

Mr. Van Zanpt. Thank you. 

The CHarrMan. Mr. McCormack has a matter to present to the 
committee on a different subject and the committee will proceed to 
hear him on H. R. 6980. 

(Discussion off the record.) 

Mr. McCormack. Thank you. 

The CHArRMAN. We will go into executive session. 

(Whereupon, at 12:10 p. m., the committee went into executive 
session.) 
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EXTENSION OF SMALL BUSINESS ACT OF 1953 


WEDNESDAY, JUNE 29, 1955 


Houser or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., the Honorable Brent Spence, 
chairman, presiding. 

Present: Chairman Spence (presiding), and Messrs. Brown, Patman, 
Multer, O’Hara, Mrs. Sullivan, Mr. Fountain, Mrs. Griffiths, Messrs. 
Ashley, Vanik, Talle, Kilburn, Widnall, Betts, McVey, and Hiestand. 

(H. R. 7069 by Mr. Multer is as follows:) 


[H. R. 7069, 84th Cong., 1st sess.] 
A BILL To amend the Small Business Act of 1953, and for other purposes 


Be it enacted by the Senate and House of Tepresentatives of the United States of 
America in Congress assembled, That section 204 (a) of the Small Business Act of 
1953 is hereby amended by the insertion, after the word ‘“‘branch’’, the following: 
“and regional.” 

Sec. 2. Subsection (b) of section 204 of the Small Business Act of 1953 is 
amended as follows: 

(1) By striking out “‘$275,000,000” wherever it appears and inserting in lieu 
thereof ‘‘$550,000,000.” 

(2) By striking out ‘‘$150,000,000” wherever it appears and inserting in lieu 
thereof ‘‘$300,000,000.” 

(3) By striking out ‘$25,000,000”’ wherever it appears and inserting in lieu 
thereof ‘‘$50,000,000.” 

(4) By striking out ‘“‘$100,000,000” wherever it appears and inserting in lieu 
thereof ‘‘$200,000,000.”’ 

Sec. 3. Section 204 (d) of the Small Business Act of 1953 (67 Stat. 233) is 
hereby repealed. 

Sec. 4. Section 204 of the Small Business Act of 1953 is further amended by 
inserting the following new subsections after subsection (d), as follows: 

‘““(e) As used in this Act, the term ‘United States’ includes the several States, 
the Territories and possessions of the United States, the Commonwealth of 
Puerto Rico, and the District of Columbia. 

“(f) The Administrator shall establish regional offices of the Administration in 
the Territories of Alaska, Hawaii, and in the Commonwealth of Puerto Rico.”’ 

Sec. 5. (a) Section 205 (a) of the Small Business Act of 1953 is amended (1) by 
striking out ‘‘require bonds of them, and fix the penalties thereof’’ and inserting 
in lieu thereof ‘‘to provide bonds for them in such amounts as the Administrator 
shall determine, and to pay the costs of qualification of certain of them as notaries 
public’, and (2) by inserting at the end thereof the following: ‘‘Subject to the 
standards and procedures under section 505 of the Classification Act of 1949, as 
amended, not to exceed 15 positions in the Small Business Administration may be 
placed in grades 16, 17, and 18 of the General Schedule established by that Act, 
and any such positions shall be additional to the number authorized by such 
section.” 

(b) Section 205 (b) (7) of such Act is amended by inserting immediately 
following ‘“‘all actions’”’ the following: ‘‘, including the procurement of the services 
of attorneys by contract,’”’. No attorneys’ services shall be procured by contract 
in any office where an attorney or attorneys are or can be economically employed 
full time. 
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(c) Section 205 (c) of such Act is amended by adding at the end thereof the 
following: “Any individual so employed may be compensated at a rate not in 
excess of $50 per diem, and, while such individual is away from his home or regular 
Place of business, he may be allowed transportation and not to exceed $15 per 
diem in lieu of subsistence and other evpenses.”’ 

Sec. 6. Section 207 of the Small Business Act of 1953 is amended by striking 
out of subsection (a), subdivision (1), the words ‘“‘and all loans made shall be of 
such sound value or so secured as reasonably to assure repayment”’ and insert at 
the end of the subdivision, after the semicolon, the words ‘“‘and all loans shall be 
reasonaly sound and indicate reasonable assurance of rerayment;’’. 

Src. 7. (a) Section 207 (a) of the Small Business Act of 1953 is amended by 
striking out $150,000” in subdivision (2) thereof and inserting in lieu thereof 
$250,000.” 

(b) Section 207 (a) subdivision (2) is amended by adding at the end thereof 
the following language: ‘Provided, That the foregoing limitations of $250,000 
shall not apply to any loan extended to a group of small-business men who arrange 
to pool a sufficient amount of their separate resources as collateral for such loan to 
establish facilities to produce or secure raw materials or supplies for their resrective 
business: Provided further, That fer any such group the limit of any loan extended 
or ma’e as provided for in this section shall be $250,000 multiplied by the number 
of seyarate small businesses embraced in a pool arrangement provided for in this 
se*tion, and if a loan to such group or pool is for the purpose of contructing facili- 
ties, then the loan may have a maturity of ten years plus such additional time 
as it is required to complete such construction.”’ 

(c) Section 207 (b) of such Act is amended by inserting immediately following 
the words “loans” the words ‘(either directly or in cooperation with banks or 
other lending institutions through agreements to y} articipate on an immediate or 
deferred basis)’’, and by inserting immediately before the colon prececing the 
proviso the following: ‘‘, including necessary or appropriate loans to any small- 
business concern located in an area where a drought is occurring, if (1) tre Admin- 
istration determines that the small-business concern has suffered a substantial 
economic injury as a result of such drought, and (2) the President has determined 
under the Act entitled ‘An Act to authcrize Federal assistance to States and local 
governments in major disasters, and for other purposes’, approved September 30, 
1950, as amended (42 U.S. C., sees. 1855-1855g), that such drought is a major 
disaster, or the Secretary of Agriculture has found under the Act entitled ‘An Act 
to abolish the Regional Agricultural Credit Corporation of Washington, District of 
Columbia, and transfer its functions to the Secretary of Agriculture, to authorize 
the Secretary of Agriculture to make disaster loans, and for other purposes’, 
appr ved April 6, 1949, as amended (12 U. 8. C., sees. 1148a-1—1148a-3), that 
such drought constitutes a production or economic disaster in such area.” 

Src. 8. Section 211 of the Small Business Act of 1955 (67 Stat. 237) is hereby 
repealed. 

Sec. 9. Section 212 of the Small Business Act of 1923 is amended by inserting 
the following new subsections after subsection (i), as follows: 

“(j) The Administrator shall issue appropriate certificates with respect to 
whether a firm is or is aot a small business. Such certificates shall be issued by 
the Administrator under the authority granted in subsection (c) of this section, 
in accordance with the criteria as expressed in section 203 of this Act. 

““(k) It shall be the duty of the :dministrator to consult and cooperate with 
governmental departments and agencies in the issuance of all orders or in the 
formulation of policy or policies in any way affecting small business concerns. 
All such governmental departments or agencies are required, before issuing such 
orders or announcing such policy or policies, to consult and cooperate with the 
Administration in order that the interests of small business enterprises may be 
recognized, protected, and preserved.”’ 

Sec. 10. Section 213 is amended by adding “‘(a)”’ immediately following section 
213 and by inserting an additional subsection, as follows: 

‘““(b) In any ease in which a small business concern or firm has been certified 
by and under authority of the Administration to be a small business in accordance 
with the criteria as expressed in section 203 of this Act, the offices of the Govern- 
ment having procurement or lending powers are directed to accept such certifiea- 
tion as conclusive in connection with the determination whether or not the 
firm or concern is or is aot small business.”’ 

Sec. 11. Section 214 of the Small Business Act of 1953 is amended by inserting 
before “mobilizing” the words ‘‘maintaining or’’. 


Sec. 12. Section 215 of the Small Business Act of 1953 is amended by inserting 
at the end thereof the following new sentence: ‘“‘The Administration shall make 





EOE EID? LOMB NES A LA At Hy 





Sete aE 





SEGRE I ENERO SESE 522 SIP yp 





A AIL MIO ERK 20S 3 cn SIT 


2 oe 


EXTENSION OF SMALL BUSINESS ACT OF 1953 161 


a report every month of the operations under this title to the Senate Select 
Committee on Small Business, and to the House Select Committee To Conduct 
a Study and Investigation of the Problems of Small Business.” 

Sec. 13. Section 215 of the Small Business Act of 1953 is further amended by 
adding at the end thereof the following sentence: ‘“‘The Administration shall 
retain all correspondence, records of inquiries, memoranda, reports, books and 
records, including memoranda as to all investigations conducted by or for the 
Administration, for a period of at least one year from the date of each thereof, 
and shall at all times keep the same available for inspection and examination by 
the Senate Select Committee on Small Business, and the House Select Committee 
To Conduct a Study and Investigation of the Problems of Small Business, or 
their duly authorized representatives.” 

Sec. 14. (a) Section 218 (a) of the Small Business Act of 1953 is amended by 
striking out ‘‘(a)”’ immediately following ‘“‘Src. 218.” 

(b) Seetion 218 (b) of such Act is hereby repealed. 

Sec. 15. Section 221 of the Small Business Act of 1953 is amended by striking 
out the figures 1955” and inserting in lieu thereof ‘'1957.’’ 

Sec. 16. The Small Business Act of 1953 is amended by adding at the end 
thereof a new section which shall read as follows: 

“Sec. 224. All laws and parts of laws inconsistent with this Act are hereby 
repealed to the extent of such inconsistency.” 

Sec. 17. Section 3 of the Armed Services Procurement Act of 1947 is amended 
by adding at the end thereof the following new paragraph: 

*“(e) All bids or invitations for bids shall contaim in their specifications all the 
necessary language and material required and shall be so descriptive both in its 
language and attachments thereto in order to permit full and free competition. 
Any bid or invitation to bid which shall not carry the necessary descriptive 
language and attachments thereto, or if such attachments are not available or 
accessile to all competent, reliable bidders, such bid or invitation to bid shall 
be invalid and any award or awards made to any bidder in such case shall be 
invalidated and rejected.” 


The CuatrMan. The committee will be in order. 
We have with us one of the members of this committee, who is the 


chief witness this morning, and probably the only witness, Mr. Multer. 
You no longer sit in judgment. You come as a witness today. 


STATEMENT OF HON. ABRAHAM J. MULTER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Murer. Mr. Chairman, I had a very sleepless night because 
1 was very fearful that possibly my colleagues on the committee might 
cross-examine me the way I cross-examined some other persons whe 
sat upon the hot seat I now occupy. 

Mr. Hiesranp. You realize we are weakened by your absence 
over there. 

Mr. Mutter. I feel very weak over there. 

The CHarrMAN. You may proceed. 

Mr. Mutrer. Mr. Chairman, I appreciate the opportunity that 
you have given me to appear here as a witness rather than as a member 
of the committee. 

I would like, with your permission, to direct my attention to H. R. 
7069, which I introduced yesterday, and which is a composite of my 
own bill, H. R. 6301, which was introduced on May 17, 1955, and 
which this committee has been considering, and Senate 2127, which 
has passed the other body and has been referred here and is now before 
this committee. 

I think that would be the most expeditious way of presenting quickly 
my views on the necessity for extending the act establishing the Small 
Business Administration. 
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If it is agreeable to the committee, I would like to have incorporated 
in the record as my full statement a report which I prepared as chair- 
man of a subcommittee of the House Small Business Committee and 
which has been concurred in by our colleague, Mr. Walter Riehlman, 
who is also a member of that subcommittee, and which sets forth our 
findings based upon the very lengthy hearings that that committee 
conducted. 

The CuatrrMan. It will be incorporated. 

(The material referred to is as follows:) 


Union Calendar No. 301 


84TH CONGRESS t HOUSE OF REPRESENTATIVES REPORT 
Ist Session No. 1045 








THE SMALL BUSINESS ADMINISTRATION AND RELATED 
ACTIVITIES 





Juty 1, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Parman, from the Select Committee on Small Business, sub- 
mitted the following 


PRELIMINARY REPORT 


{Pursuant to H. Res. 114] 


INTRODUCTION 


House Resolution 114 introduced by the Honorable Wright Patman 
on January 26, 1955, which was considered and agreed to by the 
House on January 27, 1955, created a Select Committee on Small 
Business of the House to study and investigate the problems of all 


types of small business existing, arising or that may arise with particu- 
lar reference to— 


* * * (2) the administration of Federal laws relating specifically to small business 
to determine whether such laws adequately serve the needs of small business; 
(3) whether Government agencies adequately serve and give due consideration 
to the problems of small business * * * 


The committee was further authorized by this resolution to submit 


to the House from time to time such preliminary reports as it deems 
advisable. 
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The chairman of the Select Committee on Small Business, Mr. 
Patman, appointed five subcommittees: 

Subcommittee No. 2 was appointed to deal with Government pro- 
curement, disposal, and loan activities. This subcommittee consists 
of the Honorable Abraham J. Multer, chairman, the Honorable Joe 
L. Evins and the Honorable R. Walter RiehIman as members. 

Subcommittee No. 2, pursuant to House Resolution 114, conducted 
extensive hearings in connection with the Small Business Administra- 
tion, the purpose of which was to examine the operation and policies 
of the Small Business Administration, whether it should be continued 
and under what type of organization and law. The legal authority 
for the Small Business Administration expires June 30, 1955, pursuant 
to section 221 (a) of Public Law 163, 83d Congress. 

The hearings were held in Washington, D. C., on March 1, 2, 3, 8, 
9, 10, 11, and 30, 1955. The following Members of Congress testified 
orally or submitted statements: 


Hon. John W. McCormack (Massa- Hon. Charles E. Bennett (Florida) 
chusetts) Hon. M. G. Burnside (West Virginia) 
Hon. Thomas M. Pelly (Washington) Hon. George M_ Rhodes (Pennsyl- 

Hon. Stewart L. Udall (Arizona) vania) 

Hon. John Phillips (California) Hon. Louis C. Rabaut (Michigan) 

Hon. A. 8. Herlong, Jr. (Florida) Hon. Olin E Teague (Texas) 

Hon. Walt Horan (Washington) Hon. Robert C. Wilson (California) 
Hon. Joel T. Broyhill (Virginia) Hon. Henry S. Reuss ( Wisconsin) 

Hon. Coya Knutson (Minnesota) Hon Page Belcher (Oklahoma) 

Hon. William C. Cramer (Florida) Hon. Gordon L. McDonough (Cali- 
Hon Ralph Harvey (Indiana) fornia) 

Hon. Craig Hosmer (California) Hon. Frank C. Osmers, Jr. (New Jer- 
Hon. Richard W_ Hoffman (Illinois) sey) 

Hon. Jack Westland (Washington) 


Communications were also received from the Delegate from Alaska, 
Hon. E. L. Bartlett; the Delegate from Hawaii, Hon. Elizabeth R. 
Farrington; and the Resident Commissioner to the United States from 
Puerto Rico, Hon. A. Fernés-Isern. 

The committee is indebted to them for their interest and assistance. 
Other Government officials who testified or submitted statements 
were: 


Commonwealth of Puerto Rico: 
Mr. Teodoro Moscoso, Administrator, Economic Development Administra- 
tion. Puerto Rico. 
Small Business Administration: 
Mr. Wendell B. Barnes, Administrator. 
Mr. Norbert Engles, Deputy Administrator for Financial Assistance. 
Mr. Donald A. Hipkins, Deputy Administrator for Procurement and Tech- 
nical Assistance. 
Atomie Energy Commission: 
Mr George C. Taylor, Assistant Director for Supplies. 
Mr. John A. Derry Director of Construction and Supply. 
Mr. Philip G. Read, Small Business Specialist. 
Department of Defense: 
Mr. Thomas P Pike, Assistant Secretary for Supply and Logistics. 
Mr. John Hamlin, Small Business Advisor to the Assistant Secretary of 
Defense for Supply and Logistics. 
Mr Leonard C. Etheredge, Procurement Specialist. 
General Services Administration: 
Mr. Edmund F. Mansure, Administrator. 
Mr. Maxwell Elliott, General Counsel. 
Mr. John Thomas, Director, Personal Property Utilization Division. 
Department of Commerce: 
Mr. Lothair Teetor, Assistant Secretary of Commerce for Domestic Affairs. 
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Department of the Treasury: 


Mr. Laurence B. Robbins. Assistant Secretary of the Treasury 
Department of the Interior: 


Mr. Donald E. Lee. National Park Service, Chief of Concessions Branch. 
Trade associations: 


Mr. George J. Burger, National Federation of Independent Business. 
Mr Henry Bison, National Association of Retail Grocers. 
Members of the public: 


Brainard Industries, Inc., Lindenhurst, Long Island, N. Y 
Triest Manufacturing Co., Annapolis, Md. 
Dick Brothers, Inc., Reading, Pa. 


The Metal Craft Manufacturing & Sales Corp., Kansas City, Mo. 
Cadillac Canvas Co., El Monte, Calif. 


The hearings dealt with, among other things, the Small Business 
Administration and all of its operations, both in the financial assistance 
field and procurement. In view of the termination date, June 30, 
1955, and inasmuch as the House Committee on Banking and Currency 
is to consider legislation in connection with the agency, this prelimi- 
nary report is being submitted by Subcommittee 2 of the House 
Select Committee To Study and Investigate the Problems of Small 
Business. 


EXTENSION OF SMALL BUSINESS ADMINISTRATION 


The evidence adduced at these hearings has clearly, and without 
any reservation, established the need for the extension of the life of 
the Small Business Administration. The subcommittee therefore 
urges the House Banking and Currency Committee to take the neces- 
sary steps to report appropriate legislation to the floor for action so 
that the agency will be able to operate without interruption. 

It was the unqualified view of almost all of the witnesses before the 
committee that the agency should be extended for at least a 2-year 
period. 

The essence of the American economic system of private enterprise 
is free competition. Only through full and free competition can free 
markets, free entry into business, and opportunities for the expression 
and growth of personal initiative and individual judgment be assured. 
Small business must continue to grow in order to continue the great 
American system of free enterprise. However, small business requires 
Government aid, counsel, assistance, and protection to assure a fair 
proportion of the total purchases and contracts for supplies and 
services for the Government being placed with small-business enter- 
prises in order to aid in maintaining and strengthening the overall 
economy of the Nation. It also needs financial 
private credit is not available. 


The Department of Defense in its testimony before the committee 
stated : 


assistance when 


It is the view of the Department of Defense that the Small Business Administra- 
tion * * * can be very helpful to the Department of Defense in developing and 
executing sound small-business policy. It is our view that the Small Business 
Administration is presently serving the best interests of the Nation in this way 
and that it can continue todoso. For these reasons we recommend the continua- 


tion of the Small Business Administration beyond June 30, 1955 
The Atomic Energy Commission testified : 
The Small Business Administration has been of substantial assistance to us 


and recommended that the Small Business Administration be kept in 
existence * * *. The Atomic Energy Commission stated: 
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We do need help of people (Small Business Administration) who are particularly 
well qualified and who have the time to spend to find suppliers in the small-business 
area 


The Department of the Treasury testified that: 
* * * the life of the agency should be extended for a further period of 2 years * * *. 


Although the evidence adduced at the hearings established that the 
Small Business Administration may not have moved as vigorously 
and as expeditiously as might be desired in the two basic fields of 
operation of the agency, to wit: financial assistance and procurement 
aid, it is clear that its continuation is a necessity. 


LENDING POLICY AND PROCEDURES 


Loan Policy Board 


Section 204 (d) of the act creates a Loan Policy Board of the Small 
Business Administration, consisting of the Administrator of the Small 
Business Administration as Chairman, and Secretary of the Treasur 
and the Secretary of Commerce, or their designees, as members of se 
Board. The act by its language, created the Board to establish 
general policies which shall govern the granting and denial of applica- 
tions for financial assistance by the Administration. 

Section 204 (a) of the act states: 

In order to carry out the policies of this title there is hereby created an agency 
under the name of Small Business Administration * * * and it shall not be 
affiliated with or be within any other agency or department of the Federal 
Government. 

It is clear from the evidence adduced at the hearings that the Small 
Business Administration, in order to perform the function for which 
it was created, should be charged with the duty and responsibility of 
formulating loan policy. As an independent, unaffiliated agency, the 
Administration should be responsible only to the President and to the 
Congress for its actions. The evidence indicates that the Loan 
Policy Board makes no substantial contribution in carrying out the 
intent of Congress with respect to providing assistance for small 
business. 

The Board has met approximately once a month since its inception 
and, although it has issued a loan policy statement, the record is clear 
that the determinations were alw ays unanimous and the Board merely 
followed the recommendations of the Administrator of the Small 
Business Administration. Mr. Wendell B. Barnes, Administrator of 
the Small Business Administration, testified: 

Sometimes the Loan Policy Board considers something for a month or two 

before we move into it. * * * I-have prepared most of the changes in the 
policy myself. * * * There has been uniformity, or at least an agreement, in 
the changes that have taken place. * * * We (Smal! Business Administration] 
felt that a change should be made and they should all be put on the same basis 
The Loan Policy Board concurred. 
The record is clear that the determinations of the Loan Policy Board 
were based on recommendations of the Administrator and were 
always unanimously passed by the Board. Mr. Robbins, Assistant 
Secretary of the Treasury, testified: 

Mr. Chairman, I think it is fair to say that in my recollection there has never 


been a decision of the Policy Board arrived at in any way except by unanimous 
agreement. There has been no attempt to override the Administrator on the 
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part of other members of the Policy Board. He is the Chairman of the Board 
and his recommendations are received sympathetically and almost without 
exception they are adopted. 

Consequently, the procedure of the Loan Policy Board appears to 
delay important decisions and hampers efficient administration rather 
than serving to expedite the important lending functions of the act. In 
view of the foregoing experience, this subcommittee recommends that 
section 204 (d) of the act be repealed. The subcommittee feels that 
the responsibility and jurisdiction for the policies, as well as the oper- 
ations, of the Small Business Administration should lie solely within 
the administration of the agency. It is clearly the intent of the 
Congress that the Administrator be responsible for the activities and 
functions of the agency and that the agency be wholly independent 
and unaffiliated as provided in section 204 (a) of the act. 


National park concessionaires 


The committee heard testimony from several Congressmen and from 
representatives of the National Park Service in regard to the policy 
adopted by the SBA Loan Policy Board relative to granting loans to 
concessionaires operating small business establishments in the national 
parks. This policy apparently is discriminatory with respect to a 
segment of small business which should have consideration under the 
Small Business Act. 

The subcommittee feels that the granting of loans to operators of 
business facilities in the national parks is within the scope of the 
authority vested in the Small Business Administration and that such 
loans are in no way contrary to the public interest. The subcommittee 
strongly recommends that this policy be reconsidered and that loan 
applications of national park concessionaires be granted whenever 
and wherever such loans meet the criteria established in granting loans 
to other small business applicants. 

Facilities such as restaurants, lodgings, service stations, general 
stores, and other installations are a necessary adjunct to the full 
utilization of national parks and monuments. Therefore, it is the 
subcommittee’s opinion that it is sounder and more economical to assist 
in providing necessary financing through the medium of SBA loans 
than for the Federal Government to undertake to build and operate 
such business establishments contrary to our free enterprise system. 


Financial assistance program 


A study of the history of the legislation which established the Small 
Business Administration clearly indicates that one of the most im- 
portant functions of the Administration is in the field of financial 
assistance. The Members of Congress felt that legitimate credit 
needs of small business could not be met by private financial sources. 
The Congress accordingly authorized the Small Business Administra- 
tion to make direct loans and, more particularly, wherever possible to 
participate with the banks in the applicant’s community in the 
granting of financial assistance to small-business institutions. 

Section 202 of the act which sets forth the policy of the Congress in 
connection with the Small Business Administration states: 

It is the declared policy of the Congress that the Government shall aid, counsel, 
assist, and protect, insofar as possible, the interest of small business. 

Unless the legitimate credit needs of small-business institutions 
are met from some source, small business cannot long endure or con- 
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tinue to aid in the strengthening of our free competitive enterprise 
system. The Congress established the Small Business Administra- 
tion to aid and assist small business and it necessarily follows that in 
accordance with the act when small business is unable to secure 
financial aid from private sources, the Administration is required to 
take appropriate action in an effort to supply the need. 

Congress appropriated $80 million as a revolving fund for the 
Small Business Administration’s lending program. Of this total as 
of April 30, 1955, $73,818,000 was approved for business loans. As 
of that date there has been committed for disbursal $40,499,000 

A study of the evidence as submitted to the committee established 
that this important phase (financial assistance) of the program of 
Small Business Administration was not being adequately administered. 
The evidence indicates that the method of operation in processing 
loan applications requires considerable revision. 

The processing of loan applications by the Administration neces- 
sarily involves a matter of judgment. It is not the desire of Congress 
to replace the judgment of an executive agency in its administrative 
function. However, it is the duty of such an executive agency in its 
administration of the act to follow the clear intent of Congress. It 
is the intent of Congress to help small business with a financial assist- 
ance program and to fill the gap wherever legitimate credit was not 
available to small business. The Small Business Administration in 
processing loan applications has been overcautious. We have re- 
ceived indications that good loans were rejected in some instances 
and in others unduly restrictive conditions were imposed. A study 
of the reports issued by the Small Business Administration and the 
evidence before us indicate that there is too large a gap between the 
number of loans approved and the number of loans actually disbursed. 

The records of the Small Business Administration indicate that 
business loan applications were received, authorized, and disbursed 
from August 1, 1953, to April 30, 1955, as follows: 








n 















| Number of | Number of | Number 0: | 
Region | applica- | applica- Amount au- applica- | Amount dis- 
tions re- | tionsau- | thorized tions dis- | bursed 
ceived | thorized | bursed 
| | 
Ot ER ee ee 208 | 50 $2, 779, 000 31 | $1, 679, 000 
DI oot yas nk vackeecaaen } 399 74 7, 000 50 | 3, 386, 000 
go LT Te eee | 326 | 69 3, 193, 000 46 2, 125, 000 
2, EE SIRENS BR | 265 70 3, 616, 000 42 2, 177, 000 
pC ES eS eee, | 620 | 164 | 7, 441, 000 105 | 4, 303, 000 
iY Seale Ria aaipi ge 527 147 | 7, 668, 000 89 | 4, 583, 000 
CE asi. .t Soho x 297 | 114 | 6, 220, 000 70 | 3, 328, 000 
Minneapolis 8-_---....--- ae -| 206 | 89 | 3, 203. 000 51 | 1, 495, 000 
a a 409 | 136 | 7, 639, 000 | 67 3, 325, 000 
Dallas 10_..._..- Li se tes eos ec 684 | 176 | 10, 118,000 94 | 5, 442, 000 
PR ee coe 148 | 49 | 2, 281, 000 | 29 1, 135, 000 
San Francisco 12 95 | 19 | 1, 331, 000 | 11 | 880, 000 
SE re 409 | 134 | 6, 948, 000 | 75 | 3, 512, 000 
pe OS SS ee eae 492 133 | 6, 154, 000 | 70 3, 129, 000 
ee 5, 085 1, 424 | 73, 818, 000 | 830 | 40, 499, 000 








' Amount listed as disbursed includes moneys committed. 
Source: Small Business Administration. 


Procedures require revisions which cause approval of loans that 
are never disbursed in as great a number as indicated. Either the 
loans should have never been approved in the first place or once 
approved should have been promptly disbursed after execution of 








168 EXTENSION OF SMALL BUSINESS ACT OF 1953 


necessary documents. The failure to disburse approved loans was 
due in the main either to the imposition of restrictive contract condi- 
tions or passage of time making the loan unnecessary or improvident. 
Either cause means bad lending procedure. 


Interest rates 


The Small Business Administration has established a uniform inter- 
est rate in its financial assistance program. Such uniform interest 
rate is used throughout the country without regard to local custom 
in the lending field by private financial institutions. The rate estab- 
lished by the Small Business Administration on a direct loan is a 
maximum of 6 percent and on a bank participation loan a minimum 
rate of 5 percent. Despite the rate of interest charged by private 
financial institutions in the local community where the loan ‘is dis- 
bursed, the Small Business Administration will not permit any par- 
ticipation loan under a minimum rate of 5 percent. This is done 
regardless of the fact that the rate of interest charged by such private 
institution might be less than 5 percent. In the direct loan program, 
the rate of interest is 6 percent, without regard to local custom, where 
the interest rate on bank loans many times is a different rate. 

The House Select Committee on Small Business of the 83d Congress, 
after exhaustive hearings and investigations, reviewed the problem of 
uniform interest rates, as established by the Small Business Adminis- 
tration. It was the committee’s recommendation at that time that the 
Administration discontinue its uniform interest rate program. It was 
the committee’s understanding that the Administration had agreed to 
issue a new regulation to correct this practice. However, it appears 
from the evidence adduced at the hearings that the Administrator 
failed to do so. It is therefore the subcommittee’s recommendation 
that the Administration immediately institute a study as to the 
advisability of establishing the practice of setting the interest rate in 
conformity with local custom. Upon completion of such study, the 
Administration should file the report with the President of the Senate 
and the Speaker of the House of Representatives and in any event 
within the next 6 months. 


DEFINING SMALL BUSINESS 


The question of a proposed definition of small business has been 
a recurring one over the years. It has been recognized by this com- 
mittee that no single definition may be expected to meet all require- 
ments. It was in recognition of the varying situations which moti- 
vated this committee to depart from rigid standards and leave the 
definition of small business to administrative determination. The 
Small Business Act of 1953 placed this responsibility wholly within 
the Small Business Administration. Witnesses at the recent hearings 
held by Subcommittee No. 2 testified to the difficulty in setting up 
standards to guide administrative action in defining small business 
in the various fields of governmental operations. It was demon- 
strated that an acceptable definition covering lending activities must 
be flexible in its application to the several segments of production 
and distribution in each industry. It was testified at the hearings 
that a workable definition had been established by the Small Business 
Administration in its financial assistance program. Likewise, the 
same flexibility and adaptability must be obtained in the consideration 
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of contract awards to small business by the Government. The 
arbitrary 500 rule used in procurement by the Small Business Admin- 
istration and the Department of Defense created a double standard 
in treating small business in one fashion for financial assistance and 
in another fashion for procurement. The Small Business Adminis- 
tration has adopted one set of criteria for its financial assistance pro- 
gram and a different set of criteria for procurement purposes. It 
therefore becomes apparent that further legislation is required to 
bring about the necessary result of a single standard for all small 
business activities within the Government. 

The standard of 500 or less employees originated in World War II 
with several variations. For the want of a better definition, the 500 
rule generally gained acceptance in the Government, although in 
many instances there was considerable reluctance by many Govern- 
ment officials and Members of Congress to accept such a rigid formula. 
The Selective Service Act of 1948 (Public Law 759, 80th Cong.) 
provided that: 

* * * a business enterprise shall be determined ‘‘small business’’ if (1) its 
position in the trade or industry of which it is a part is not dominant, (2) the 
number of its employees does not exceed 500, and (3) it is independently owned and 
operated. 

The Department of Defense, for a short period after passage of the 
above act, utilized the 500 rule but made no attempt to determine the 
dominance or the independence of a particular Government contractor 
or supplier. Consequently, many concerns employing thousands of 
persons were erroneously included in statistical compilations. These 
errors came about because a branch office, or a branch plant, or sub- 
sidiary, or affiliate having fewer than 500 employees, would be classi- 
fied as smal] business. Studies by this committee revealed the dis- 
crepancies, whereupon the Department of Defense adopted a rule 
which declared that a concern is ‘‘small business” if it “with its 
affiliates employs fewer than 500 persons.”” The Armed Services Pro- 
curement Act of 1947 (Public Law 413, 80th Cong.) and the Federal 
Property and Administrative Services Act of 1949 (Public Law 152, 
8ist Cong.) did not include a specific definition of smal] business. 
These acts did reaffirm, however, that: 

It is the declared policy of the Congress that a fair proportion of the total 
purchases and contracts for supplies and services for the Government shall be 
placed with small business concerns. 

The Small Business Act of 1953 (Public Law 163, 83d Cong.), 
section 212 (c), empowers the Administration— 
to determine within any industry the concerns, firms, persons, corporations, 
partnerships, cooperatives, or other business enterprises which are to be desig- 
nated ‘‘small business concerns’”’ for the purpose of effectuating the provisions of 
this title. 

Using the criteria established in section 203 which is as follows: 


For the purposes of this title, a small business concern shall be deemed to be one 
which is independently owned and operated and which is not dominant in its 
field of operation. In addition to the foregoing criteria, the Administration, in 
making a detailed definition, may use these criteria, among others: Number of 
emplovees and dollar volume of business. 


The subcommittee recognizes the difficulties attendant on the prob- 
lem which the Congress has placed in the hands of the Small Business 
Administration for practical solution. The principal concern of the 
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subcommittee at this time is that the Administration has not acted 
as expeditiously on a revised definition applicable to Government 
procurement as is desirable. This is particularly true when viewed 
in the light of the continuing enormous expenditures by the Depart- 
ment of Defense for our National Defense. 

In any definition applicable to Government procurement, the sub- 
committee is fully aware of the importance of the word “‘affiliate.”” In 
the subcommittee’s opinion “affiliate” should also imply any type of 
control by a person or a concern who approaches the Government 
under the cloak of ‘‘small business.’’ Control need not necessarily be 
or mean financial control, but any form of affiliation through which 
control is actually exercised. 

As indicated, the Department of Defense still maintains the 500 
rule in the award of contracts to small business and to a degree the 
independence test through the use of the phrase ‘‘with its affiliates.”’ 

The Administrator of the Small Business Administration testified: 

We have, as you know, retained the same definition that has been used by the 
Department of Defense; that is, 500 employees or less being the definition for 


procurement. We have never been satisfied with that definition and are not at 
present. 


Witnesses for the Department of Defense stated that: 


The definition of small business that is used by the Defense Department is 
contained in the Defense Department Directive 4100.10, section III A, dated 
December 16, 1954. The directive states that: 

“‘A small-business concern is one which, including its affiliates, employs in the 
aggregate fewer than 500 persons. This definition shall be in effect for all procure- 
ment matters and those directly related to procurement, subject to modifications 
by the Small Business Administration.” 


In addition Defense officials testified that: 


* * * We would change our definition if we were directed to do so by the Small 
Business Administration. It is intended to recognize the fundamental authority 
of the Small Business Administration in the field of setting the definition. 


Witnesses for the General] Services Administration testified: 


We will be perfectly frank, we are not satisfied with it, but we do use in the 
first instance the definition of 500 or more employees, then if a question arises 
within that, we go to the other criteria of dominance in the field of operation * * * 
we do use the cutoff of 500. Ifa question arises, then we do make an individual 
determination on the other criteria. 

Witnesses for the Atomic Energy Commission stated in effect that 
they had solved the doubtful cases involving the definition of small 
business by requesting the Small Business Administration to make 
the determination. 

There is no doubt of the authority of the Small Business Adminis- 
tration with respect to defining small business. Therefore, this 
subcommittee recommends that whenever any Government official 
or any Government department or agency is in doubt as to whether 
a particular firm is or is not small business or whenever it is questioned 
whether a firm is small business, the Government agency should be 
required to request a determination by the Small Business Adminis- 
tration. The Administration, thereupon, should make the determina- 
tion and certify its conclusions to the applicant official, department, 
or agency which would be binding until or unless subsequent investi- 
gation discloses a change in status or in fact. 

The subcommittee recommends, therefore, that the Small Business 
Act be amended by the insertion of an additional proviso in section 212 
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of Public Law 163, 83d Congress, ‘‘the Small Business Act of 1953,” 
which shall read: 

To certify to any department or agency of the Government or any officer thereof, 
as to whether the firm is or is not a small-business concern under the authority 
granted in section 212 (c) in accordance with the criteria established by section 
203 of the act. 

In order to remove all remaining doubt as to the jurisdiction and 
responsibility of the Small Business Administration with regard to the 
definition of ‘‘small-business concerns’’, the subcommittee recommends 
the adoption of an amendment as follows: 

The last sentence of section 18 (a) of the Selective Service Act (Public Law 759, 
80th Cong ) which reads: 

“For the purposes of this section, a business enterprise shall be determined to 
be ‘small business’ if (1) its position in the trade or industry of which it is a part 


is not dominant, (2) the number of its employees does not exceed 500, and (3) 
it is independently owned and operated, is hereby repealed.” 


DELEGATION OF AUTHORITY 


Nationwide hearings conducted by the committee during the 83d 
Congress also demonstrated the need for decentralizing loan processing 
and the delegation of lending authority to the regional offices. It 
was the determination of the committee that unless there was de- 
centralization which would avail small business an opportunity to 
receive financial assistance from offices located in close proximity to 
their own sphere of activity the program would fail. 

The committee, therefore, recommended to the Small Business 
Administration that it decentralize as much as possible its lending 
authority to the regional offices and the Administrator agreed that its 
financial assistance program would be so changed. The subcom- 
mittee now finds that the delegation of authority to the regional 
directors is not as broad as had been aaticipated. 

A new policy was established by which the regional directors were 
granted authority by the Administration to approve loans up to 
$50,000 in which local banks were participating at least to the extent 
of 25 percent of the amount of the loan. The delegation of authority 
further provided that such participation by the bank shall represent 
not less than 50 percent of new money. 

That delegation of authority was not in accord with our committee’s 
suggestions. Even in this limited field we find that, in at least one 
instance, the Washington office inexcusably and without warrant over- 
ruled the regional office after it had approved a loan pursuant to its 
delegated authority. 

It is the recommendation of the subcommittee that the delegation of 
authority of loans up to $50,000 as now in effect, remain. However, 
the subcommittee recommends that the Administrator consider 
delegating authority to the regional directors to make all types of 
loans without limitation where the amount does not exceed $25,000 
and report back to this committee within 60 days his proposals with 
reference thereto. 

PROCUREMENT ACTIVITIES 


The second main program and responsibility assigned to the Small 
Business Administration is in the field of procurement. The Small 
Business Act has delegated effective powers to the agency to accom- 
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plish this purpose. The evidence at the hearings established that the 
Small Business Administration although assisting small business in the 
field of procurement is not fulfilling its purpose or mission. For 
several years we have had statutes which declare our public policy to be 
that small business shall have an equitable share of Government 
procurement contracts and that small firms shall be given equitable 
chances to buy whatever surplus property the Government desires to 
sell. 

An examination of the testimony before the committee established 
that small business is not receiving a known fair share or a known 
proportionate share of Government procurement. The Small Business 
Administration should put forth a greater effort and assign more 
personnel in its attempt to aid smal] business in obtaining more prime 
contracts and in receiving a greater proportion of subcontracts. 

Section 212 (b) of the act states the following: 

* * * to take action to encourage letting of subcontracts by prime contractors to 
small] business * * * 
Unless small business receives a fair share of this business the intent of 
Congress will not be fulfilled. Small business is not being permitted 
to compete with big business in special items, thereby defeating the 
intent of Congress. 

It is, therefore, recommended by the subcommittee that the Small 
Business Administration be urged to increase its efforts and personnel 
in this field. The joint determination program of the Small Business 
Administration, though operating much more efficiently than hereto- 
fore. is still not fulfilling the needs of small business. As a further 
solution to this problem, the Small Business Administration should 
work more closely with the procurement agencies in an effort to 
allocate a greater proportion of prime contracts under the joint 
determination program. It is further recommended that every effort 
be exerted to see that a greater percentage of subcontracts go to small 
business. 

In order that the Small Business Administration carry out the 
policies of the act, it is further recommended by the subcommittee 
that section 211 of the act be made a subdivision of section 212 and 
that it should read as follows: 

It shall be the duty of the Administration to consult and cooperate with govern- 
mental departments and agencies in the issuance of all orders or in the formulation 
of policy or policies in any way affecting small business concerns. All such govern- 
mental departments or agencies are required, before issuing such orders or an- 
nouncing such policy or policies, to consult and cooperate with the Administration 
in order that the interest of small-business enterprises may be recognized, pro- 
tected, and preserved. 

The effect of the foregoing amendment is to place in the hands of 
the Administrator the power which will assure full cooperation by all 
departments and agencies of the Government. Under section 212 
the Administrator has this power in many of the Government’s coop- 
erative efforts to aid small business. The President will retain the 
general direction and supervision of the Small Business Administration 
and the Small Business Administrator would be relieved of the 
necessity of securing Presidential clearance every time he needs to 
consult and cooperate with other departments and agencies in the 
issuance of orders or the formulation of policy which affects small 
business. The amendment would also assist the Administration in 
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assuring that a fair proportion of the total purchases and contracts 
for supplies and services would be placed with small-business enter- 
prises. As a matter of efficient administration details relating to 
cooperation by the Small Business Administration should be within 
the discretion of the Administrator 

The subcommittee still finds that the Air Force continues to give 
maximum cooperation to the small-business effort. We urge the 
other services of the Department of Defense to emulate that example. 


REGIONAL OFFICES 


A comprehensive study and analysis of the records of the Small 
Business Administration has indicated to the subcommittee that the 
following three areas, the Territories of Alaska, Hawaii, and the 
Commonwealth of Puerto Rico are not being served by the Small 
Business Administration. There has been submitted to the com- 
mittee evidence in connection with Alaska and Hawaii which estab- 
lishes that there is a great deficiency of venture capital in those 
Territories. The Alaska and Hawaii banks although growing steadily 
in respect to assets, are understandably unable to meet capital needs 
for the establishment of new businesses and new industries or to aid 
existing ones. 

The Delegate from Alaska, the Honorable E. L. Bartlett, stated 
in a communication to the committee that— 


The Small Business Administration has not participated very actively in the 
Alaska scene. 


He further stated: 

There is a very real need for its more active assistance to Alaska business and 
industry. It is my conviction that it will virtually be impossible to fill this need 
until and unless an office is established within the Territory. That would bring 
about an impetus and an interest now lacking. Alaska’s natural resources are 
there to be developed. Labor can be had. All that is lacking is capital and een 
if it is to be in small measure the Small Business Administration could with the 
functioning of a local office play an important part in the making of loans available 
for sound purposes. 

In connection with the Commonwealth of Puerto Rico, the Honor- 
able Teodoro Moscoso, Administrator of the Economic Development 
Administration of the Commonwealth of Puerto Rico, in a statement 
to the committee, said: 

In addition to bringing investment opportunities to the attention of mainland 
capital, we have also tried to assist local busixessmen in improving their technical 
proficiency and their sales potential 


He stated further: 


At various times, however, our staff has looked longingly at the efforts of the 
Small Business Administration to help small-business men throughout the rest 
of the country. The natural question that arises is, Why can’t the small-business 
men of Puerto Rico receive the same assistance which the Congress provided? 
The answer seems to lie in the distance barrier between our small-business men 
and the offices of the Small Business Administration. 


Investigation by this committee clearly establishes that the Small 
Business Administration’s regional office in Atlanta, Ga., and the 
branch office of the region in Miami, Fla., cannot and do not serve 
the needs of the small-business men in Puerto Rico. This is evident 
by the failure to give any financial assistance to any firm in Puerto Rico 
and by the lack of inquiries at the Small Business Administration’s 
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office at Miami. This is not only caused by the distance barrier but 
also by the language difficulties. 

Mr. Moscoso stated further in his statement to the committee: 

A regional office of the Small Business Administration located in Puerto Rico 
is necessary if SBA is to provide effective assistance to our small-business men. 
Such an office could make it possible for local financial institutions to participate 
in meeting the special credit needs of small-business men, and an SBA office could 
also become the means by which our small-business men learn about current 
Government procurement opportunities in time to submit their bids, are helped 
to get on bidders’ invitation lists, find avenues for subcontracting opportunities, 
and benefit from the technical and management advice which would supplement 
that now provided by the Economic Development Administration to local 


entrepreneurs. 

The investigation by the staff of this committee established that 
although the Commonwealth of Puerto Rico had requested that the 
Smal] Business Administration open a regional office in Puerto Rico 
they were advised by the Administration that for budgetary reasons 


it did not appear advisable to do this. In this connection Mr. 
Moscoso says: 


The Commonwealth government will be glad to help offset some of the cost of 
a regional SBA office in Puerto Rico by providing the physical office space and 
secretarial assistance, if SBA will provide the necessary professional manpower 
for such a regional office. 

All but one of the Representatives to this Congress from the State 
of Florida urged the Small Business Administration to open a branch 
office in Orlando or Jacksonville in order to best serve the needs of 
that State which is served by the regional office set up in Atlanta, Ga. 
In the 83d Congress this committee endorsed that proposal. After 
the branch office was opened in Miami, Fla., we were told that it was 
so located in order to be able to serve Puerto Rico more than 900 
miles away. Not a single picce of business from Puerto Rico has 
cleared through that branch office. It should be moved to Orlando or 
Jacksonville. 

Based upon the information received by the committee establishing 
the great need for aid and assistance, both in the financial and the 
procurement field in the Territories of Alaska, Hawaii, and the Com- 
monwealth of Puerto Rico, it is the recommendation of the subcom- 
mittee that the Small Business Administration be directed by Congress, 
by an amendment to the act, to maintain regional offices in these areas 
in order that small business survive and thrive. 

It is therefore recommended by the subcommittee that the act 
be amended in the following manner: 


The Administrator shall establish regional offices of the Administration in the 
Territories of Alaska. Hawaii, and in the Commonwealth of Puerto Rico. 


RECOMMENDATIONS 


The subcommittee recommends that— 
I. The termination date of the act to be amended to read June 30, 
1957. 

Il. The Small Business Administration be made a truly independent 
and unaffiliated agency as expressed in section 204 (a) of the act, and 
to accomplish that, section 204 (d) of the act should be repealed, thus 
eliminating the Loan Policy Board. 

III. Section 212 of the act be amended by inserting an additional 
subsection to require the Small Business Administration to issue 
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appropriate certificates with respect to whether a firm is or is not a 
small business. Such a certificate shall be issued by the Adminis- 
trator under the authority granted in section 212 (c) of the act in 
accordance with the criteria as expressed in section 203 of the act. 
That the definition of mall business shal] be the definition for all 
purposes and be the standard for all Government agencies. 

IV. The Small Business Administration be requested to institute 
a study of the uniform interest rate charged by the Administration 
and to report to the Congress the feasibility of establishing the 
practice of setting the rate of interest in conformity with local custom. 

V The act be amended directing the Administrator to establish 
regional offices in the Territories of Alaska, Hawaii, and in the Com- 
monwealth of Puerto Rico. 

V1. Section 211 of the act be repealed and a new proviso substituted 
requiring the Administration to consult and cooperate with other 
agencies. 

VII. The Small Business Administration be directed to delegate 
authority of loans to regional directors in all types of loans without 
limitation where the amount does not exceed $25,000. 

VIII. The definition of ‘‘small business’? be so worded that the 
big business which dominates an operation in another or allied field 
under any cloak whatsoever shall not be considered small business. 

(End of Report No. 1045.) 


Mr. Mutrer. The hearings were conducted in March of this year. 
I am sure there has been made available to all the members of the 
committee the testimony that was adduced at that hearing. It con- 
sists of some 550 pages, together with an appendix of additional data 
submitted to the subcommittee by various Government agencies, 
consisting of some additional 70-odd pages. 

I would like also, if it is agreeable to the committee, that Repre- 
sentative Joe L. Evins, our colleague from Tennessee, if he so indi- 
cates his desire to have it done, may submit also as part of my state- 
ment his supplemental views to my report. Mr. Evins is also a 
member of that subcommittee of the House Small Business Committee. 
He participated in the hearings I referred to, and he has prepared his 
own supplemental views which I think will be of interest to this com- 
mittee. 

The CHarRMAN. You may insert anything that is relevant. 

Mr. Mutrer. Thank you, Mr. Chairman. 

(Mr. Evins views are as follows:) 


ADDITIONAL VIEWS OF HON. JOE L. EVINS ON SBA LOAN 
POLICY AND PROCUREMENT ACTIVITIES 


1 agree with much of what my colleagues have said in their 
report, and any dissent which I may have is based on the view that 
certain matters have not been touched upon and certain things have 
not been said which, I strongly feel, should be said. 

«My colleagues place too much hope in their proposals for making 
SBA an “independent” agency “responsible only to the President and 
to Congress.”” SBA is not an independent agency. Such independent 
Federal agencies as exist are conceived by law to be independent of 
the President, the Congress, and the judiciary, except of course the 
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laws under which they operate are subject to review by Congress, as 
their actions are subject to review by the courts. SBA was not so 
conceived. It is responsible to the President, and its policies are made 
by the President—or by those to whom the President delegates his 
authority. Changing the law to remove the Secretaries of Commerce 
and the Treasury from SBA’s Loan Policy Board will not transform 
SBA into an effective agency for making business credit available to 
small firms; nor will changing the law to direct other executive agencies 
and departments to “cooperate and consult” with SBA obtain for 
small business a fair share of Government purchases and contracts. 
These things will be achieved only when the policymakers of the 
executive branch of the Government determine that these things shall 
be achieved. 

I agree, however, with my colleagues’ recommendations for remov- 
ing the Secretaries of Commerce and the Treasury from the SBA Loan 
Policy Board. 

As for the Secretary of Commerce, Congress considered the question 
of making SBA a part of the Department of Commerce at the time its 
basic law was passed. And Congress considered this question earlier 
when the Small Defense Plants Administration, SBA’s predecessor 
agency, was created. On both occasions Congress rejected this idea, 
and for reasons which are perhaps sounder today than they were on 
those occasions. It was decided to make the small-business agency 
separate from the Department of Commerce for the reason that it 
was widely believed that the Department of Commerce is essentially 
a big business agency, formulating policies for the benefit of big busi- 
ness. The commercial interests of big business are not always in 
harmony with the commercial interests of small business. If it is 
sound policy to have a separate agency for small business, then I 
question the propriety of having the Secretary of Commerce making 
policy for the small-business agency. The Secretary of Commerce 
should be removed from SBA’s Loan Policy Board. 

If the amount of SBA’s lending were large enough to have any 
appreciable effect upon the Nation’s money supply, or upon the na- 
tional debt, then there might be an argument for having the Secretary 
of the Treasury on the SBA’s Loan Policy Board. At least | would 
agree that. money and debt management should be coordinated. But 
the amount of SBA’s prospective lending is too small to be a significant 
factor insuch coordination. The Secretary of the Treasury should also 
be removed from SBA’s Loan Policy Board. 

As I have indicated, these recommended changes will not make 
SBA an independent agency; but they should at least give SBA a 
more independent voice, and they should tend to fix responsibility 
upon the SBA Administrator. It is my opinion that responsibility 
for SBA’s conduct is too widely diffused. 


FAILURE OF SBA LENDING PROGRAM 


Present SBA officials have not advocated sufficient appropriations 
to promote a genuine small-business loan program. I would like to 
point out, at the same time, that appropriations have not been the 
limiting factor in SBA’s lending. SBA has loaned or authorized to 
be loaned far less than the amount of funds which Congress has made 
available. Further, SBA has actually disbursed much less than it 
has authorized to be loaned. 
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On the basis of SBA’s records submitted to this committee, it is 
estimated that SBA has received inquiries concerning loans at the 
rate of about 11,000 per month. In 21 months of SBA operations, 
only 5,085 of these inquiries successfully passed SBA’s screening 
operations and eventuated in formal applications. SBA has author- 
ized a net of 1,141 of these loan applications. Of some 395 direct 
loans authorized—committing $17.5 million of SBA funds—disburse- 
ments had been made on only 276—a total disbursal of only $11.9 
million. SBA’s total disbursements on all business loans in 21 months 
was $19.1 million, of which $2.5 million of principal had been repaid. 

Counting both direct loans and bank participation loans, I do not 
believe it can be said what total funds have been made available to 
small business as a result of SBA’s activities. If we may assume, as 

does SBA, that all of the loans which have been agreed to by the 
banks have actually been disbursed, then no more than a total of 
$40.5 million has been disbursed. 

Compared to the rate at which total business debt increases from 
ear to year, and to the financing requirements of small firms, SBA’s 
ending has been less than significant. Compared with growth of in- 
dustry, 1953 and 1954, SBA’s loans over the past 2 years, amounts to 
about $1 out of every $1,700 of business investment in new plant and 
equipment, and also amounted to less than one-half of 1 percent of the 
expansion in business debt during these years. 

To be taken into consideration along with the 1,141 loans authorized 
by SBA, there are at least 4 million firms in the country which are 
within the category of small business. By the definitions of ‘‘small 
business” under which SBA has operated its loan program there are 
at least 3% million business firms, accounting for somewhere between 
one-third and one-half of all the nonagricultural business done in the 
Nation. 

The type of capital which small firms find most difficult to acquire 
is long-term capital for continuing business operations and for ex- 
panding fixed assets—not short-term capital for meeting seasonal or 
temporary emergencies. The fact that existing financial institutions 
have been unable to provide an adequate flow of such capital to small 
business is undisputed. This matter has been a serious point of discuss 
sion and congressional attention for a decade. (In this connection I 
commend for reading the final report of the Small Business Committee 
in the 83d Cong.) 

The failure, therefore, of the SBA to provide a significant agency for 
increasing the flow of long-term capital to small business raises grave 
questions concerning the future of the competitive enterprise system. 

The Administrator of SBA has said that he believes that the best 
help SBA can give small firms is to assist them in developing a private 
line of credit with the local banks. I agree that one of the most press- 
ing needs of our time is to find the solution for strengthening local 
financial institutions in such ways as to create effective channels of 
capital funds for both small business and other needs. Until such 
time as a means is found for adequate private financing services for 

smaller business firms, concern for the foundations of our national 
economy would, it seems to me, dictate that use be made of the type 
of Government lending which has been demonstrated to be successful 
and which is established for proper use. 
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In view of the fact that the present administration has announced 
business expansion as a primary aim of its economic policy, it appears 
to me mysterious that this expansion should be fostered under cir- 
cumstances which overwhelmingly favor the giant corporations at the 
expense of the welfare of small business. 

My colleagues propose to increase SBA’s loan authorization to $250 
million. Such authorization would continue to keep the agency’s 
activities below the need. I believe a minimum $500 million a year of 
new credit is needed to make any significant effect upon small business. 

My colleagues propose to increase the ceiling on a single loan from 
$150,000 to $250,000. Such amount is insufficient. The compelling 
need in our economy today is for assistance in creating new capacity 
and new competitors in such raw materials industries, as aluminum 
and cement, where chronic shortages occur. A firm in such industries 
may require several million dollars of capital. 

My colleagues propose to have SBA study the matter of interest 
rates. I hold that the situation has been studied sufficiently and 
that the law should be amended to place a ceiling of 5 percent on 
small-business loans, and on disaster loans a rate of interest not to 
exceed 3 percent. 

The maximum term of a loan permitted under Public Law 163 is 
10 years, which may be called an intermediate term. In practice, 
SBA makes small short-term loans, as well as larger equipment loans, 
a few running for the full permissible term of 10 years, although the 
average term of SBA loans, weighed by the amount of loan involved, 
runs approximately 6 years. In view of the fact that large firms 
characteristically issue bonds and notes running for 25 years, 50 
years, and not infrequently 75 years, it would seem that an adequate 
ending authority for small business would provide for terms up to 
20 vears. 

In this connection, it should be noted that SBA has charged its 
loan fund with $4.1 million for administrative expenses in connection 
with its loan activities over the fiscal years 1954 and 1955. I assume 
that these high costs are attributable, not to the small volume of loans 
authorized, but to the large volume of small-business people seeking 
loans who have been turned away. 

It is evident that the misconception that SBA is operating a loan 
program for small business is causing small-business men much unnec- 
essary expense. For this reason I am inclined to believe that this 
pretense of a real loan program should be stopped and SBA’s loan 
function abolished. But if my colleagues’ recommendations for im- 
proving and strengthening SBA’s lending authority are adopted—or, 
better still, if the further strengthenings which I have suggested are 
adopted—I would favor the continuation of SBA for another 2 vears. 
If by that time there is still no evidence of a decision to provide a 
significant lending program for small business, the program should be 
abolished and genuine small-business loan program substituted. 


FAILURE OF SBA PROCUREMENT ACTIVITIES 


With reference to SBA’s statutory obligation to assist small business 
in obtaining a fair share of Government purchase and production 
contracts, again, I feel more needs to be said than my colleagues have 
said. 
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Congress has declared in several laws that it is the “policy of 
Congress”’ that small business shall be given a “fair proportion’’ of 
Government purchases (title II, sec. 203, Public Law 163, 83d Cong., 
Ist sess. ; sec. 302 (b) of Public Law 152, 81st Cong., sec. 2 (b) of Public 
Law 413, 80th Cong.). 

There has long been recognition of the fact that the military services 
tend to distribute contracts by methods in which competition plays 
little or no part. Congress has also long recognized that these methods, 
and the other circumstances under which contracts are placed, result in 
considerable overconcentration of business in a few big firms, and the 
failure to bring in smaller firms. 

As one means of accomplishing the declared ‘“‘policy of Congress,” 
section 214 of Public Law 163 provides that smal! business be given 
any award or contract which SBA and the procurement agency in 
question jointly determine ‘to be in the interest of mobilizing the 
Nation’s full productive capacity” or ‘‘to be in the interest of war or 
national-defense programs.” 

Under similar authority in the Defense Production Act of 1950, the 
Small Defense Plants Administration, SBA’s predecessor agency, 
assigned representatives to several military procurement offices to 
“screen’’ proposed contracts and recommend which should be reserved 
for small business. SBA has continued this ‘‘joint determination” 
program—excluding big business from certain contracts “‘reserved for 
competition” among firms with less than 500 employees. 

From August 1953 through March 1955, the contracts earmarked 
by the joint determination program amounted to 1 percent of the 
total value of the military contracts awarded in that period, and such 
earmarked contracts actually awarded to firms with less than 500 
employees amounted to less than three-fourths of 1 percent of the 
value of all contracts awarded. In the same period the contracts 
awarded to firms with less than 500 employees, whether or not ear- 
marked, amounted to 15 percent of all the contracts awarded In 
other words, the earmarked awards amounted to less than 6 percent 
of the amount that firms with less than 500 employees received. 
It is well to point out in emphasizing the importance of these figures, 
that manufacturing firms having less than 500 employees account for 
some 42 percent of all manufacturing in the United States. In other 
words, bv the definition and reporting methods in use in the Depart- 
ment of Defense, 42 percent of the value of the contracts would be a 
fair proportion for small business—but, as indicated, small business 
has received only 15 percent in the period from August 1953 through 
March 1955. Certainly, this does not suggest that the joint deter- 
mination program can show any substantial accomplishment. 

Despite the fact that Congress has repeatedly passed laws declaring 
its “policy”’ that small firms shall obtain a fair proportion of Govern- 
ment business and that small firms shall receive equitable treatment 
in the administration of other programs affecting competitive relation- 
ships, in administration of the laws, this policy has not been sufficiently 
implemented. It was hoped that SBA would be able to bring about 
the needed implementation. In Public Law 163 it was given certain 
authorities and certain directives for this purpose. These have been 
largely ignored. 

Public Law 163 empowers and directs SBA ‘‘to determine within 
any industry the concerns * * * which are to be designated ‘small- 
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business concerns” for the purpose of effectuating the mandate that 
small-business concerns receive a ‘fair proportion’ of Government 
contracts. Although nearly 2 years have passed, SBA has not ful- 
filled this mandate. 

Public Law 163 also empowers and directs SBA to obtain from 
Government procurement agencies whatever reports are necessary to 
assure that the “fair proportion” mandate is being carried out. SBA 
has failed in this direction. 

Public Law 163 empowers and directs SBA to ‘consult and coop- 
erate”? with Government offices having procurement powers—this in 
order to utilize the potential productive capacity of small business. 
SBA appears not to have obtained any substantial accomplishment 
in this regard insofar as the Department of Defense is concerned. 

If the Department of Defense’s lack of equitable spending between 
the big and small business firms involved only a question of the failure 
of small business to obtain a fair share of contracts, the matter would 
perhaps involve only a narrow question of private interests. This, 
however, is not the question ‘The matter involves a question of 
broad public interest. The question is whether the huge contracting 
by the military services will exert an adverse influence on our free 
enterprise system—and, to an extent, encourage monopoly. The 
military services currently are awarding between $15 and $20 billion 
a year in contracts with private firms, and indications are that spend- 
ing of perhaps this magnitude may continue in the years ahead. 
Prevailing international tensions, at best, cannot be eased short of a 
generation of demonstrated good will. The road ahead, however 
smooth, will demand continued vigilance and preparedness. Untold 
damage to small business and to our basic economic structure there- 
fore can result in these years ahead if the place of small business in 
the military procurement picture is lightly regarded. 

The seriousness of the uncertainties facing small business in rela- 
tion to the Military Establishment is apparent not only in procure- 
ment, but in the field of research, a field where our concern can be 
strongly directed. The military services have handed out billions of 
dollars for research and development and are currently awarding 
between $1 billion and $1.5 billion a year in research and development 
contracts. Private firms are using these funds for developing new 
products and production processes, and the usual condition of the 
contract is that the private firm so engaged may receive patents on 
the products and processes invented. Such firms obviously may thus 
forge ahead in the technological race, and the distribution of these 
funds has, therefore, a vital effect upon competitive relationships. 
Most of the research and development contracts have gone and are 
going to the big firms of the Nation. 

There is no need to review here the pattern of action and the attitude 
of the military toward this problem of small business. These are well 
known. But it is well to reassert an essential point, which is that in 
addition to the seeming natural affinity between the military and big 
business, there appears to be an attitude within the Military Estab- 
lishment of nonconcern for the importance of small business in eur 
national economy. This attitude is wholly indefensible and dangerous. 

In addition, the size and complexity of the military services ad- 
mittedly serves to create inherent barriers to doing business with 
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smaller firms, and vice versa. The Assistant Secretary of Defense 
(for Supply and Logistics) has recently said: 

Of course, basically, it is a difficult thing for the small-business man to know 
how to do business with the Department of Defense (hearings before the Subcom- 
mittee on Appropriations, House of Representatives, 84th Cong., Ist sess., Feb 
21, 1955, p. 474). 

The implications of this bring us face to face with the fact that the 
military can do business with small firms only through agents or 
experts. The only reasonable basis on which the average small firm 
could engage the services of an agent or expert in the fields of military 
procurement would be on a fee basis, and this method is illegal in the 
case of contracts awarded on a negotiated basis (Public Law 413, 
80th Cong., sec. 4a, Armed Services Procurement Act). More than 
85 percent of the value of all contracts are awarded on a negotiated 
basis. (Department of Defense: Military Prime Contracts With 
Small Business, January-March 1955, p. 3.) 

It has been hoped that SBA would provide the needed spur toward 
greater participation in Government contracts for small business. It 
has been hoped that SBA would “consult and cooperate’ with the 
Department of Defense and make recommendations for improvement 
of its procurement procedures and regulations. Consultation and 
cooperation has not taken place—except most recently—and with 
doubtful practical results. The fact is that a new liaison between 
SBA and the Department of Defense was instituted about the first 
of this year. Prior to this time, top level coordination between SBA 
and the Department of Defense was missing, if, indeed, officials of 
the Department of Defense and SBA were in any degree of contact. 

Since December 1954, the Department of Defense has issued three 
new directives affecting small business. One of these, issued Decem- 
ber 16, 1954, was Secretary Wilson’s Directive No. 4100.10 which 
sets forth a “revised Department of Defense small business policy.’ 
A second directive, No. 4100.20, issued by Assistant Secretary of 
Defense Pike, sets out a Department of Defense “small business sub- 
contracting policy.”” A third was Secretary Wilson’s widely pub- 
licized directive of December 7, 1954, announcing that he was return- 
ing the Department’s procurement policy to that of maintaining a 
“broad production base.” As yet, no practical results of these new 
policies are visible, nor does it seem likely that any practical results 
will become visible. These directives contain high-sounding state- 
ments of policy, not firm instructions; and the Department of Defense 
studiously avoids requiring its procurement officers to make any 
systematic reports which would reveal the extent, if any, to which 
these policies are being carried out. 

When Department of Defense officials appeared before this com- 
mittee, one was asked whether he thought that on the basis of the 
Department’s reports to Congress anyone could determine whether 
or not small business is receiving a fair proportion of the military 
contracts. He said: 


* * * when we talk about ‘fair proportion’ we do not know what goal we are 
striving toward. We do not know what to measure it by.! 


1 Statement of Mr. Leonard C. Etneredge, procurement specialist, nearings before Subcommittee No. 2. 
Select Committee on Small! Business, House of Representatives, 84th Cong., Ist sess., March 2, 1955, p. 152 
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Another of these officials was asked: 


Do you have any other method for keeping score on this question other than 
the automatic answer that whatever small business wins is a fair proportion? 
Do you have any other criteria whereby you could appraise your past performance 
on that fair proportion directive? 

The answer was: 

We are working with the SBA toward the development of a procedure which 
will give us information on that area, but the reporting system which we have 
used in the past does not give us any statistics. The only information that we 
have with respect to the past would be cases that would he brought to our atten- 
tion, in which it would appear that we had been unsuccessful in giving the fair 
competitive opportunity in a specific case? 

Similarly, in his appearance before the House Committee on Appro- 
priations, Assistant Secretary Pike was asked if he had had any 
occasion to feel that a “followup” on some of his policy directives 
might be necessary. His reply was: 

It is our plan this year to get out into the field, which is the only way that | 
or any of my directors or the members of my staff can know whether in fact some 
of our new policies are actually being carried out and followed out (hearings 
before the Subcommittee of the House Appropriations Committee on the Depart- 
ment of Defense Appropriations for 1956, 84th Cong., Ist sess., p. 466) 

The Department’s reports, both for its own information and for the 
enlightenment of Members of Congress, make an attempt to conceal 
the disorderly manner in which the military services are carrying out 
their obligation under the fair proportion mandate Even a casual 
acquaintance with the Department’s operations leaves the inescapable 
impression that the Department expends yearly millions of dollars on 
statistical reports generally. Yet it is still uninformed on the subject 
of how it distributes its procurement contracts among different classes 
of business firms. Such failure to inform itself can only indicate an 
appalling lack of genuine interest in the subject. 

My criticisms of the Department of Defense and SBA in these 
procurement matters is that redtape continues and genuine results are 
not noticeable. Past failures of SBA to make strong recommenda- 
tions to the Department of Defense, and to report these recommen- 
dations to the Congress, unquestionably have to be chalked up as 
discreditable performances. 

On the other hand, the realities of the matter leave the distinct 
impression that SBA may have felt its position too tenuous to permit 
of any boat rocking. The National Chamber of Commerce, among 
others, has urged its elimination. The American Bankers Association 
has come out against its lending activities. These are formidable 
opponents for any agency of the Government. 

The time has come to make needed changes in the laws governing 
Federal procurement practices. In this connection, repeal of sub- 
sections 2 (c) (1) and (2) of the Armed Services Procurement Act 
of 1947 (Public Law 413, 80th Cong.) is strongly indicated. These 
subsections of the law provide exemptions to the general requirement 
that Government contracts be awarded on the basis of advertised 
competitive bids, whenever the head of one of the military agencies 
determines that: (1) in the period of a national emergency, negotiated 
contracts are ‘necessary in the public interest”; or (2) ‘the public 
“"§ Statement of Mr. John Hamlin, small business advisor to the Assistant Secretary of Defense for Supply 


and Logistics, in hearings before Subcommittee No. 2, Select Committee on Small Business. House of 
Representatives, 84th Cong., Ist sess., March 2, 1955, p. 151 
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exigency will not admit of the delay incident to advertising.” These 
provisions were enacted into law during a time of national emergency 
when it was thought that the military services should have extraor- 
dinary freedom in placing contracts. Awarding contracts under these 
emergency provisions has, however, become the rule rather than the 
exception. 

Emergency conditions have too long been used as an excuse for 
denying an adequate share of Government contracts to small business. 
Emergency limitations affecting other segments of our economy have 
been lifted. Small business could and should now be given the green 
or amber light in Department of Defense procurement policies. 

(End of views of Hon. Joe L. Evins.) 


Mr. Mutrer. I believe that it is essential to extend the life of the 
Small Business Administration for at least another 2 years. It has 
been in existence now for more than 2 years, or, rather, will have been 
in existence a full 2 years by June 30 of this year. I think everyone is 
agreed that there must be some extension of the life of the agency. 
The question is whether it should be for 1 year or for 2 years. 

I think there are some reservations properly in the minds of some 
of the members as to whether or not the agency is doing a good job 
or doing the job we intended it should do, and whether or not it 
should be continued at all. 

I think the overwhelming opinion of the Members of Congress is 
that the agency must be continued for another 2 years, and given an 
opportunity to prove itself. 

The bills before you now, in addition to extending the life of the 
agency for 2 years would, if enacted in the form of my bill, authorize 
a much larger sum, aggregate sum, than heretofore authorized. You 
will recall that we did authorize a total sum of money of $150 million. 
The appropriation requested, however, by the Small “Business Admin- 
istration was only $80 million, and of that $80 million they have never 
committed more than approximately half of that. Nevertheless, we 
think that the authorization should be for a much larger sum than 
we originally authorized, because we believe that as the agency is 
now set up, and with the knowledge of the general public, particularly 
the small-business man, that has now been made available to them, 
the demand for the facilities of the agency will increase during the 
next 2 years, and if properly administered in accordance with the 
intent of Congress I believe they cna do a job and will need the 
additional moneys. 

The bill which I introduced originally, and in the bill that is now 

before you as I introduced it yesterday, calls for, among other things, 
the setting up of regional offices in Puer to Ric 0, in Hawaii, and Alaska. 
You will probably recall that the agency under existing law is permitted 
to establish offices in these three - places, but up to ‘the present time 
they have not done so. 
BThe House Small Business Committee has received innumerable 
complaints from those areas, including written complaints from the 
Resident Commissioner from Puerto Rico, from the Delegate from 
Alaska, and from the Delegate from Hawaii, indicating that because 
of the tremendous distances to be traveled between their constituencies 
and the nearest branch office or regional office, their people have been 
deprived of the facilities of the Small Business Administration. 
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During the Eastern holidays I made a trip to Puerto Rico, and I 
think the record should show that there was not one penny of cost to 
the Congress or any of our committees involved in my trip there, and 
I personally interviewed Government officials, small-business men, 
and other persons who were interested in the operation of this agency, 
and they told me it is utterly impossible for them to get any of the 
benefits of this act because of the great distance they are from the 
nearest office, which is some 900 miles away in Florida. 

In that connection, I might call the attention of the committee to 
the fact that with the exception of one Representative of 1 district 
in Florida, all of the other Florida Members of the House recom- 
mended to the Small Business Administration that the regional 
office for that area, or, rather, the branch office for that area, be opened 
either in Orlando or in Jacksonville, Fla. The only one opposed to 
that was the gentleman representing the Miami district. 

The agency, nevertheless, set up the branch office in Miami, and 
did it, telling to the Small Business Committee the reason therefor 
was that they wanted to be better able to serve Puerto Rico. The 
branch office has been in existence there now for well over 18 months. 
So far as we know there hasn’t been a single application for a loan 
received or processed from Puerto Rico in that office, and the office 
there is not serving Puerto Rico. 

We, therefore, decided that what we should do is put into the law a 
provision requiring the agency to maintain regional offices in Puerto 
Rico, in Hawaii, and in Alaska, so as to be able to serve those people. 
Unless that is done we are just excluding the residents, the citizens 
of those three areas from any benefits under this act. 

Into my bill I have incorporated a part of S. 2127, which provides 

for permission to the agency to employ attorneys on a contract basis, 
but I have added to the Senate provision a sentence providing that- 
No attorneys’ services shall be procured by contract in any office where an attorney 
or attorneys are or can be economically employed full time. 
The reason I have put that limitation in is because we want to be sure 
that they use lawyers on contract or fee basis, not as a matter of 
patronage, and I don’t infer that they have done that, but as a matter 
of necessity. Where an office has been established and is running 
with a full-time lawyer, that lawyer should be able to process and 
handle all of the applications and do all the legal work required in that 
office, and only when they can’t do that economically should they then 
be permitted to hire lawyers on a fee basis. 

There is another provision which I incorporated into my bill which 
the Senate has incorporated in its bill as passed, which permits the 
agency to pay for the bonding of employees, and for the qualification 
of employees as notaries public. I| think they should have that 
authority. Every other agency of Government has that authority, 
and this agency also should be permitted to carry on the same way as 
every other agency of Government does. 

Another provision of the Senate bill which I incorporated in part 
into my bill permits them to employ individuals upon a per diem basis 
as consultants or experts where that is necessary. However, | do not 
incorporate into my bill the provision that permits the President to, 
by regulation, exempt such individuals from the operation of various 
sections of law that apply to full-time employees. 
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In this agency I don’t think we should give any of these consultants 
or experts that kind of an exemption because surely we don’t want 
them employing an expert or a consultant to pass on whether a loan 
should be granted to an applicant when that consultant or expert 
may be interested, either favorably or adversely as a competitor. 
For instance, the applicant is engaged in the manufacture of bicycles, 
and he has applied for a loan; if they are going to call in as a bicycle 
expert a representative from that trade in his area, to advise on the 
granting of the loan, the chances are he will advise against it because 
he is going to help somebody else compete against him. 

I think the agency should be required to exercise diligence in 
getting experts and consultants who will be in every way fair and 
not even have the semblance of bias, because of any adverse business 
relations or even favorable business relations in connection with the 
matters they are asked to advise upon. 

I have also incorporated in my bill a new provision which is some- 
what like the pooling provision that we had in the Defense Production 
Act, which permitted the small-business men to pool] their assets and 
resources together and then compete for large contracts. 

This provision will permit any number of small-business men 
engaged in the same line of endeavor to pool their-assets and resources 
and then apply for a loan, and instead of their being limited to the 
maximum amount of a single loan to a single company they shall be 
then entitled to a loan the maximum amount of which will be the 
maximum allowed to any individual company or firm or individual in 
business, multiplied by the number of people in the group, so that if the 
maximum loan should be increased to $250,000, and, say, 10 people 
engaged in the aluminum business get together and pool their resources 
and show a good, bankable loan application, they then shall be en- 
titled to get a loan of the maximum of $2% million, taking the $250,000 
maximum, and multiplied by 10. That will permit these people— 
| have in mind particularly the situation as developed before another 
subcommittee of the House Small Business Committee in connection 
with the aluminum situation. Again, we are in short supply of 
aluminum. The big companies are in control of the situation, and 
they are producing the maximum, and yet not supplying the needs and 
demands of the industry. There are any number of small-business 
men in that business who would like to get together and pool their 
resources and build an aluminum plant. They can’t do it because they 
can’t get a loan of a sufficient size to do it. If they were permitted to 
engage in this kind of a venture as permitted by this new section | 
have written into the bill that is now before you they would then have 
an opportunity of building or expanding the aluminum industry and 
supplying a need that cannot now be supplied. 

I have also written into my bill the provision which appears in the 
Senate bill, permitting loans in drought areas. Now, I can see that 
there may be objections raised to that kind of a loan, that some 
people will say drought is not really a disaster but I think we must 
take the risk of moving forward in this field, and at least experimenting 
during the next 2 years in this field and seeing if we can’t be of help 
to those people. We must do it with our eyes wide open, that we are 
taking a calculated risk. With good administration I think the risk 
will be kept to a minimum. We then can determine after the next 
2 years’ experience whether or not this should be a permanent pro- 
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gram, just as the disaster program is now, written into the law on a 
more or less permanent basis. 
In accordance with the recommendation of the subcommittee, I have 


included both in my first bill and in this bill a provision requiring the’ 


Small Business Administration to issue certificates to those firms and 
enterprises which are small business and apply to them for a certificate 
indicating that they are small business, and in connection with that 
we provide that the definition written into the Small Business Admin- 
istration of small business shall be binding upon all Government 
agencies. 

We have today the situation of the Defense Department have one 
definition under its regulations, and the Small Business Administration 
having another definition. We have within the Small Business Ad- 
ministration two definitions of small business, one for procurement in 
order to comply with the regulations of the Defense Department, and 
another which is in accordance with the intent of the Congress as 
written into this law, when processing applications for loans. 

I believe that we intended that the definition shall apply in all 
spheres of small business, whether it be procurement or disposal or 
lending, but because of the Defense Department regulations the Small 
Business Administration has been compelled to have two separate 
definitions. 

We try to cure that by providing that the definition in this law shall 
be binding on all Government agencies, and in order to relieve them 
of the necessity of making separate determinations in each instance 
we provide that the Small Business Administration, which has the 
facilities to do it, shall make the inquiry, make the determination, 
and issue the certificate accordingly, and, incidentally, I think credit 
for that idea must given to the Atomic Energy Commission. I was 
surprised, as many of my colleagues were, to learn that the Atomic 
Energy Commission in all of its activities uses a tremendous number 
of small business firms. Most of their procurement is obtained from 
small business, and they solved the problem as to who is and who is 
not small business by turning to the Small Business Administration 
and saying ‘‘We don’t have the facilities to make these inquiries. 
You have. Give us your best advice on the subject.”” And the 
Small Business Administration has been doing just that. They have 
gotten along very well. 

I think just as their experience has been good, I think it will be just 
as good in each of the other departments if we so provide by this bill. 

We also provide in accordance with the recommendation of our 
subcommittee that the Small Business Administration shall report 
monthly its operations under the act to the Senate Select Committee 
on Small Business, and to the House Select Committee on Small 
Business so that we can keep abreast of their activities at all times, 
and make sure that so far as we are able to we keep them in compli- 
ance with the intent of the Congress. 

One reason. that prompted that was that we went through the coun- 
try, the Small Business Committee did, a year ago, and conducted 
hearings, as a result of that we came back and had an executive session 
of the full committee, together with the Administrator, and we dis- 
cussed with him the various matters that were called to our attention, 
with reference to the manner in which they were operating. One of 
the matters that gave us considerable concern was the fact that 
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throughout the country interest rates vary from one area to another. 
In some areas banks were making loans to small-business men at 4 
percent and 5 percent. In other areas they were making them at 6 
percent. The Administrator laid down the rule in accordance with 
the direction of his loan policy board, that there be a uniform rate 
throughout the country, and we felt that that was not right, that there 
was no reason. why the Small Business Administration should be charg- 
ing more interest than the local banks, and we discussed that at length 
with the Administrator, and he left with us the impression that he 
agreed with our recommendation, that the rate should not be uniform 
but should comply with local custom in the various areas where the 
loans were being made, and it wasn’t until many months later we 
found that our recommendation was being completely ignored. 

Now, if that had been called to our attention at that time I think 
we might have submitted some legislation to correct the situation. 
We had other similar mstances with reference to the administration 
where, if we had learned about them promptly, we could have been 
more helpful in correcting the situation instead of letting it run on for 
as much as a year before it was called to our attention. 

In addition to that, we provide in accordance with the recommenda- 
tion of the committee that the administration shall retain aJ] its records 
for a period of at least 1 year. Presently, in accordance with practice 
in other departments, they destroy some of these records within 
90 days, they destroy some of them within 6 months. Our subcom- 
mittee found when we called for various records they were no longer 
available. I think it is not too much of a burden to require them to 
keep these records available for at least a year for the inspection of 
appropriate committees of the Congress. 

We have had considerable difficulty all through the years ever since 
I have been a member of the Small Business Committee in the pro- 
curement field. We bave had called to our attention the fact that the 
procurement agencies—and this applied to all of them—whether they 
were dealing with civilian goods or they were dealing with merchandise 
that was needed for the armed services, we got the same complaint 
time and time again that there wasn’t sufficient notice being given to 
proposed bidders, and there wasn’t in the notice sufficient detail given. 
The complaint that we have received time and time again was that 
a notice of a bid would go out and there would be none of the details, 
none of the drawings or specifications that should go with them. The 
prospective bidder who was interested would go running to the pro- 
curement office, or to the Small Business Administration office, in his 
area, or. region, and there was nothing available for him. There was 
just the briefest kind of a description. 

We have tried to correct that by representations and recommenda- 
tions to the various departments from time to time, but despite the 
fact that we have had promises from all of these agencies to correct the 
situation it still prevails. Some of the services have corrected it, and 
then there would be a change of somebody in the procurement office, 
and they would fall right back to the old bad practice again. Again 
there would be no proper notice and no proper drawings and specifica- 
tions made available to prospective bidders. 

We have written into this bill that is before you a provision that 
will make it mandatory on all the procurement agencies to give proper 
notice of bids and that all invitations for bids shall contain specifica- 
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tions which will give sufficient information to a prospective bidder to 
permit him to bid. 

That, in brief, gentlemen, covers the various items that I have 
incorporated in H. R. 7069, everything that was in H. R. 6301 has 
been incorporated in 7069, and I have added to it those things which 
are contained in the bill as it was passed by the Senate and which I 
believe should be written into the law. I don’t think I should take 
up the time of this committee now with other recommendations which 
my subcommittee has made, and which will probably be passed upon 
by the full Small Business Committee very shortly. 

I would like to make it clear that the subecommittee’s report and the 
supplemental views of Representative Evins have not yet been 
reviewed at an executive session of the full House Small Business 
Committee, so in effect what I am saying to you here today reflects 
my own views and the views of Representative Riehlman, and the 
views of Mr. Evins, except that he has additional views to those set 
forth. 

I hope-that before we go into executive session in this committee 
the full Small Business Committee will have met and passed on this 
and given you their recommendations to supplement those which I 
have given you here today. 

Mr. McVey. Is this agency of the Government self-supporting, Mr. 
Multer? 

Mr. Mutrer. I would say it is not self-supporting. It is really 
too soon to determine whether or not the agency will earn enough 
interest on the loans to pay all of its costs. As of this moment it is 
next to impossible to break down the cost of administering the loan 
program and the cost of administering each of its other programs. 

We must bear in mind that while most of us talk about the loan 
program, and seem to give most emphasis to the loan program of the 
Small Business Administration, that is but one facet of its work, and 
while that part of it certainly should be self-supporting, I don’t believe 
that we should expect the rest of its work and operations to be self- 
supporting. We in effect have set up in the Small Business Adminis- 
tration a Department of Commerce for the small-business man. 

We are not as might have been intimated in some questions yester- 
day asking this agency to go into any small-business man’s operation 
and tell him what to do or how to do it, but we do have here an agency 
which when called upon by that small-business man who needs some 
help and it is in a position to give it to him. This agency should, 
when called upon, be able to advise the small-business man as to how 
best to operate his business, how to set it up from the financial view- 
pomt, what he should do from the engineering viewpoint, how he 
can best meet the market, and the competition in the market of his 
particular industry. 

Those things that the Department of Commerce has done through 
the years for big business. They did try to do it for small business, 
but they have never really done a job for small business. SBA 
should do that and has been trying to do it. It hasn’t been too 
effective as yet, but I think under proper guidance from the Congress, 
it should be able to do a very effective job. 

The work it does in integrating the small-business man into the 
procurement program of the government—General Services Ad- 
ministration and Atomic Energy Commission, which do large amounts 
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of civilian buying; the armed services do large amounts of civilian 
buying as well as materiel for the armed services which are in the nature 
of combat materiel. Small business, through this agency, has been 
shown how to get into that kind of work. 

By direction of law the Small Business Administration must go 
into the procurement offices and by means of joint determination, 
try to bave set aside for small business that part of the procurement 
program that small business should be able to fulfill. 

Mr. Kitsurn. Did I understand you to say Mr. Riehlman agrees 
with this bill? 

Mr. Mutter. Yes, sir. 

Mr. Kiztpurn. One thing that is not clear to me and I don’t know 
too much about it. At the bottom of page 1 and the top of page 2, 
which of those figures are the total amount that is available for loans? 

Mr. Mutrrr. The $300 million would be the aggregate for loans 
other than the disaster loans. At the top of page 2, the $50 million 
will be the disaster loans. 

Mr. Kitpurn. The 300 million is doubled? 

Mr. Mutter. Yes, sir. 

Mr. Kitspurn. Did I understand you in the first part of your 
statement to say that to date they only loaned about $45 million? 

Mr. Mutter. They only committed, agreed to lend about $40 
million. In that $40 million is the amount of participating loans 
which the banks have agreed to lend and which banks are lending and 
also the amount which they have agreed to lend, but have not yet 
disbursed. 

Mr. Kitsurn. It has been going about 18 months? 

Mr. ParmMan. 22 months. 

Mr. Mutter. 22 months. 

Mr. Kitspurn. They only loaned about $40 million out of $250 
million. Why do you want to boost it? 

Mr. Mutter. Because the demand is increasing. People are 
getting to know better what this agency can do. There isn’t the 
same resistance from the banks to the agency now, because the banks 
appreciate that there are loans that they will not make, good loans. 

Mr. Kiipurn. They can’t make. 

Mr. Mutter. Either they can’t make because a small banker 
can’t go to $150,000 in a single loan or can’t because of policy or 
because the bank examiners sit on them and won’t let them make a 
10-year loan. 

Mr. Kinsurn. I don’t suppose there are any available figures as 
yet on losses that they have taken? 

Mr. Mutter. The losses have been very small. I think there is 
less than 1 percent of the loans made that have gone into default. 
That doesn’t mean that they have been lost. They have gone into 
default, but have not yet been liquidated. As of today it is safe to 
say that the interest earned is many times in excess of the amount of 
any possible loss on defaulted loans. 

The CHarrMan. What percentage of the loans have been partici- 
pating loans? 

Mr. Mutter. I am not sure of that, but I think we have it in their 
last report. It is about two-thirds of the loans committed were 
participating loans. 
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The CHarrRMAN. To what extent did the banks participate? What 
would be their avaerage participation in an individual loan? 

Mr. Mutrer. It runs from 10 to 90 percent. I would say that the 
average, I think, is about a 40-percent participation. About 40 
percent is the average participation by a bank. 

Mr. Fountary. Mr. Multer, how many loans have been made to 
date and what has been the average amount of each loan made? 

Mr. Mutter. I think I can give you that precisely. I think that is 
in my report. From August 1, 1953, to April 30, 1955, there were 
total applications throughout the country of 5,085 applications, 
formal applications filed. That excludes the inquiries. Let me make 
this clear. A man may come into the agency or write a letter to the 
agency and tell them he is interested and get facts and figures and 
some help from them and never come back, or be discouraged. 

They would tell him, “You just won’t qualify.”’ Others will be 
told, ‘‘Let’s see if we can’t put this in a form that we can qualify you.’” 
Those who actually qualified and put their applications into final 
form, and asked for processing of the applications, aggregated im 
number, 5,085. 

In dollars and cents, of the aggregate amount requested, there were 
$73,818,000. Of the 5,085 persons and firms who asked for loans, 
1,424 had their loans authorized, only 830 had the money disbursed 
to them and the total disbursements were $40,499,000, but, included 
in that amount is the amount that has actually been disbursed by 
banks who participated. We must bear in mind that when a bank 
participates, the agency, nevertheless, must set aside that amount of 
money as committed. 

Mr. Kitpurn. Why? 

Mr. Mutter. Because the SBA may be called upon to advance 
that money. 

Mr. Kiitspurn. You mean if the bank wants the money they can get 
it? I am not clear about that participation. 

Mr. Mutter. There are two types of participating loans and it is 
my fault for not having made it clear. There is a participating loan 


in which the bank immediately advances its share wheter it be 10 or: 


90 percent, and the SBA advances the difference. Then there is 
what is known as a deferred participation, in which the bank will 
make the advance of the whole amount of the loan, but has the right 
to call upon SBA at any time during the life of the loan to come in 
and take over from it whatever the percentage may have been that 
was agreed upon, so if originally the bank agreed to hold only 10 per- 
cent, it may advance the full amount of the loan on a deferred parti- 
cipating basis, and then at a later time, call on SBA to come in and 
advance its 90 percent. 

To that extent that money must be held aside ready to answer the 
commitment if called upon. 

Mr. Ki_purn. In participating, suppose the agreement is that the 
Small Business loans 50,000 to a fellow and the bank loans 50,000, or a 
total loan of a hundred thousand. Then he goes broke. He could 
pay 50 cents on a dollar. Is that paid equally to the Small Business 
and the bank? 

Mr. Mutter. Yes. They both take the loss. 

Mr. Kitpurn. The bank would be in the preferred position. 
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Mr. Mutter. In the deferred participation, the bank can call on 
SBA to make good its participation, but whatever the bank’s partici- 
pation agreement calls for as its share in the event of loss, it must 
bear that part of the loss. 

Mr. Fountain. Do you have the figures indicating the average 
amount of these eight hundred-odd loans which have been disbursed? 

Mr. Muurer. It would be an ave rage of 50 to 60 thousand dollars. 
The average amount, sir, is between $50,000 and $60,000. 

Mrs. Grirrirus. What is the proper amount they can handle? 

Mr. Mutrer. Under existing law, $150,000 in any one loan. 

Mrs. Grirrirus. To an individual? 

Mr. Mutrer. To an individual firm or corporation. 

Mr. AsHitey. What is the breakdown on that? I know some people 
who are interested in loans from my district say, ‘“The amount is 
over so much.’”’ They don’t want to specify and they tell me that is 
what you need to know. Are there any classifications for these loans, 
do you know, under the present law? 

Mr. Murer. You mean by industry? 

Mr. Asuuiey. No; by amounts. 

Mr. Mutrer. Other than the limit of $150,000 there is none that 
I know of, except they may have this in mind, and this is one of the 
recommendations that our committee made to the agency, and we 
thought the agency was going to comply with it. As a matter of fact 
they represented to us that they would. We recommended that the 
lending authority be decentralized so that each regional office would 
have the right to make loans without reference to Washington, up to 
$50,000. 

Some months later we found that instead of their having delegated 
that authority to the regional office to make loans up to $50,000, 
what they did was to delegate partial authority to approve participat- 
ing loans up to $50,000. Now we have tried to cure that in the bill 
that is now before you. We have a provision there that requires the 
Small Business Administrator to delegate lending authority to the 
regional offices in loans up to $25,000. You can easily understand, a 
man who wants to borrow $25,000 just can’t afford to follow that 
application into the regional office, from the regional office into Wash- 
ington and spend time down here trying to get it processed. He might 
just as well not file his application. 

Mr. AsHLey. What is the average time on that, Mr. Multer? Do 
vou know, as the act has been administered? What is the average 
time for processing? 

Mr. Mutrer. | think it would be unfair at this stage to try to 
average the time because in the beginning of the program they took 
us many as 2 and 3 months to process an application. They didn’t 
have the know-how. In some cases they didn’t have the personnel or 
a lending office. They would have to send a lending officer out from 
Washington into the region to process an application. They had to 
vet an appraiser to go in and appraise the man’s plants and facilities. 
They would have to bring in an expert in that particular line to see if 
this man was operating and will continue to operate efficiently. 

In the beginning it did take a matter of a great many months in 
some instances, much too long, and our committee found fault with 
what they were doing and how they were doing it. We tried to recom- 








192 EXTENSION OF SMALL BUSINESS ACT OF 1953 


mend how they could improve it. I think the average time today is 
about 2 weeks. I think within 2 weeks a man will be told, “You will 
not get a loan’’, or will be told, “Let’s go on from here. I think we 
can get you your loan.” 

Of course when it comes to disbursement, there has been much too 
much delay in actual disbursement of the loan. I don’t know yet 
what the answer to that is. 

Mr. Brown. Mr. Multer, I would like to know how much money 
has been loaned over the period of 2 or 3 years, and the number of 
banks that participated and those that did not participate. I would 
like to know the actual amount loaned out for that time. 

Mr. Mutter. I don’t know the figures at the moment, sir. I think 
they are set forth in Mr. Barnes’ statement before the committee. 
Mr. Maness, counsel to our subcommittee, has been working very 
closely with me. He hands me the information which I think you 
want. No, this is not it. We do not have available at this moment, 
Mr. Brown, the figures you want but I will supply it for the record. 
I am quite sure it was covered by Mr. Barnes in his statement when 
he was before this Banking and Currency Committee in May. 

Mr. Brown. I would like to know the expense of administration up 
to the present time also. I would like the record to show both of them. 

Mr. Mutter. Administration expenses, have been in excess of $4 
million, but I am guessing at the figure, sir. 

The CuarrmMan. When is your committee going to make a report? 
When will it be out? 

Mr. Mutter. Possibly we can ask Mr. Patman when he expects it. 
We did have a full committee hearing scheduled on two different 
occasions and unfortunately had to cancel them because this committee 
was then in executive session, and Mr. Patman and | felt it was more 
necessary to be here than to go on with that committee hearing, but I 
think Mr. Patman can tell us when he intends to convene the com- 
mittee, to give us its report. 

Mrs. Grirritas. Mr. Multer, what is the date of the figures that 
you gave, the 73 million requested and the 1,424 authorized and the 
date received? 

Mr. Mutrer. They cover the period from August 1, 1953, to April 
30, 1955. You should bear in mind that when I use the date, August 
1, 1953, that is the date the agency was actually set up, but they 
weren’t ready to operate that day. They didn’t get their appropria- 
tion until some time later and their personnel took them at least 2 or 
3 months to recruit, and I think their first loan policy statement was 
issued late in September or early October of 1953. 

Mr. Parman. Mr. Multer, have you filed your report yet? Have 
you filed the subcommittee report? 

Mr. Mutter. It will be filed today. 

Mr. Parman. I can assure you the committee will act very soon for 
the purpose of considering it. 

I notice you have one provision here in the bill that we discussed 
before which I think is a good one, about pooling, but I think Mr. 
Brown’s point is, were there more considerations in arriving at the 
language. You state here that small-business men and small busi- 
nesses may pool their resources. That indicates existing businesses. 
That is the way it would seem to me—existing businesses would pool 
their resources. 
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I know and Mr. Brown knows that in practice they won’t do that 
at all. They just simply will not do it. They would become a 
participant though, I am sure, in a corporation, and where Mr. 
Brown’s criticism, I think, is, it desires more consideration and prob- 
ably an enlargement upon the language or change in language. It is 
the fact that it should be made plain that a corporation can be 
organized, and any individual—not to say businessman, but just say 
individuals, and it could be a businessman or not, but I don’t think 
a fellow should be excluded because he does not have an existing 
business—that any individual could become a party participant in 
that and to that extent he would have a loan limit of $250,000, and 
make it very plain in the bill that this would be permitted and also 
in the report that is gotten out. 

In that way it would be possible, where there is a shortage of 
critical materials and there were available raw materials, to expand 
production of such critical materials. 

A number of individuals or businessmen could get together, we 
will say a hundred, and each be responsible for the individual amounts, 
and they could go into a corporation and have a $25 million corpora- 
tion, to manufacture, or fabricate materials like aluminum, or cement, 
or different things like that. 

I think it is a good idea and good suggestion, but I agree with Mr. 
Brown that you ought to give some more thought and study to it. 

Mr. Mutter. Mr. Patman and Mr. Brown, I do not pretend that 
this is the best language and [ have no pride of authorship. J don’t 
even claim that the idea originated with me. I think it is a good one 
and I think we ought to implement it and try to put it into effect. 

The staff prepared language that they thought was sufficient. I 
went over it and tried to put it in a little better form, but I am not 
at all insistent that any part of the bill for that matter, must be in 
the language in which I present it. I want to be sure it sets forth 
out intent. 

Mr. Parman. I am talking only about this one provision. It seems 
rather loosely drawn. I am not criticizing anybody, the person who 
drew it. I am just stating that Mr. Brown’s criticism is deserving 
of consideration. There could be an improvement upon the language. 

Mr. Mutrer. J, too, think the language can be improved upon. 
The language on page 4 provides, ‘The foregoing limitations of 
$250,000,” which is the maximum of any one loan, ‘shall not apply 
to any loan extended to a group of small-business men who arrange 
to pool,’ not all their resources, ‘‘who arrange to pool a sufficient 
amount of their separate resources as collateral for such loan to 
establish facilities to produce and secure raw materials or supplies 
for their respective business.” 

Now certainly we can improve upon that language, to make it 
more inclusive, and to more clearly express our intent. 

Mr. Patrman. What about the Board? Do you leave it as it is, 
with the Secretary of Commerce and the Secretary of the Treasury? 

Mr. Mutter. I recommend and Mr. Riehlman agrees with my 
recommendation, that the loan policy board should be abolished. 

Mr. Parman. Does this bill abolish it? 

Mr. Mutter. That is section 3, on page 2 of 7069, the repealer of 
section 204 (d) is the repealer of the provision for a Loan Policy Board. 
If you want a small business agency that is going to be independent 
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of other Government agencies, then you can’t have a Loan Policy 
Board made up of the Secretary of the Treasury and the Secretary of 
Commerce dictating to the Small Business Administrator as to what 
his loan policy should be. 

Mr. Parman. Of course, that is fundamental. It is ridiculous to 
the extreme to say that the Small Business Administration would be 
effective in procurement policies, for instance, if the people in the 
Administration who are making tlte policies in the very agencies that 
SBA is prodding had a lot to say over that prodding. 

In other words, they would be prodding themselves. They would 
be pressuring themselves. It hardly makes sense to me. Do you 
think Mr. Humphrey and Mr. Weeks are going to prod Charlie Wilson 
on procurement policies of Small Business? They represent two- 
thirds of the Board. Of course they are not. They are not going to 
do it. You couldn’t get anything through. It would be a difficult 
proposition. 

Mr. Mutrer. I have the highest respect for both Secretary Hum- 
phrey and Secretary Weeks. 

Mr. Parman. I am not speaking just of them. 

Mr. Muurer. They were good businessmen before they came with 
Government, and they are trying to do a job as they see it, but you 
can readily understand that, with the kind of background, the busi- 
ness background they have, even though they try to be sympathetic 
to the problem of the small-business man, | don’t think that they 
bring to bear upon this problem the kind of philosophy that is going 
to be helpful to the small-business man. 

I give them credit for having the best of intentions. I don’t think 
they would do anything that they think will be harmful. They don’t 
recommend anything that they know will be harmful. I am sure of 
that, and I am sure that in everything they do, they don’t even think 
it will be harmful. But if we are going to have a Small Business 
Administration and if we are going to say in one part of the law as 
we do, that it is to be an independent agency, then we should not 
make ourselves ridiculous by saying on the other hand in the same 
law, “‘A Loan Policy Board shall dictate to this independent agency 
what it shall do.” 

Mr. Parman. It is contradictory, no question about that. I am 
not impugning their motives at all. I am just saying it is not logical 
to assume that they are going to pressure themselves. They are not 
going to do it. If they have a certain policy, they are going to stay 
with that policy. Possibly they will be right in their policy. I am 
not saying they are not, but they are not going to change it because 
of the Small Business Administration, when they represent two-thirds 
of the Board of the Small Business Administration. 

The CHarrMAN. How effective has the advice and research been 
that they furnished for the Small Business Administration? 

Mr. Mutrer. That is a matter than it is next to impossible to 
measure. 

Mr. Parman. I had suggested to you, Mr. Chairman, we ought to 
have Mr. Wilson here on that research business, and I insist that we 
have two witnesses—Mr. Weeks and Mr. Wilson. 

Now Mr. Wilson knows how much has been granted for research to 
large concerns. I don’t believe one 5 cents has gone to small concerns. 
The research money runs over a billion dollars a year, and these big 
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concerns get the benefit of this money. They even make discoveries 
and develop patents and keep the patents on their discoveries, and 
small business doesn’t get any benefit from it at all unless they pay 
royalties on the patents; and the Government doesn’t get any benefit 
from it unless the Government buys some of the products that have 
been patented, in which case the Government doesn’t have to pay 
royalty on that particular patent for which the Government has 
furnished the research money. 

I think we should have Mr. Wilson here and find out why small 
business is discriminated against in research money. 

Mr. Mutrer. I think you have touched upon a very important 
subject, albeit slightly different from the one the chairman was re- 
ferring to. I think the chairman was referring to the research and 
business advice activities of the Small Business Administration. Am 
I right, Mr. Chairman? 

The CHarrRMAN. I was referring to that. I was referring to how 
effective that had been. 

Mr. Mutrer. Without intending to take away one bit from what 
Mr. Patman has said, in fact, [ am in complete agreement with him, 
that for some reason or other small business is not getting any research 
and development contracts from the Government—but that is not 
what the chairman asked. I believe the Secretaries of Treasury and 
Commerce limit their advice to the Administrator to questions of loan 
policy. 

On the other hand the research and advice sections of the Small 
Business Administration, I know, have been trying to do a job. 
They must be doing some good, because the continuance of this 
agency is supported by every small business organization in the 
country. I know of not one that has taken a position and said, 
“The Small Business Administration is wasting Government money 
and should be dissolved or should be allowed to die.’’ 

They have all been enthusiastic about what it is doing and while 
we get many complaints from small-business men, we also get some 
commendation of what the agency is doing. 

Mr. Brown. Mr. Multer, to go back to the subject of pooling of 
interests and establishing a plant, of course that would be a partner- 
ship operating the plant. After you get the money from the Govern- 
ment, would you then have it incorporated and not run as a partner- 
ship? 

Mr. Mutrer. I think that would have to be a matter of detail to 
be worked out administratively. 

Mr. Brown. I don’t think the partnership feature is going to work 
very well. I know you get the money under the law by pooling 
interest. Then could you be incorporated after that? 

The CuarrMAN. You would have to do it by the corporate method, 
wouldn’t you, because there is not limited liability in a partnership? 

Mr. Mutter. The corporation would be the ideal way to do it to 
make sure you limit liability. You could do it by limited partner- 
ship, but the question arises, Who will be the general partner who will 
pledge his own credit to the full extent of the loan? I think the 
corporation is the only feasible way of working it. 

Mr. Tate. Mr. Chairman. 

The Cuarrman. Mr. Talle? 
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Mr. Tauue. In the event that the Loan Policy Board is removed, 
who would have the responsibility in connection with any loan that is 
made by the Small Business Administration? 

Mr. Murer. The Small Business Administrator. It would be his 
sole responsibility. 

Mr. Tautur. The Administrator? 

Mr. Mutter. Yes, sir. 

Mr. Wipnauu. Mr. Chairman. 

The Cuarrman. Mr. Widnall. 

Mr. Wipna.i. Mr. Multer, I am interested in trying to get some 
facts along this line. I know oftentimes we refer to many cases, or 
hundreds of cases. Is there any record of the number of complaints 
filed with the Small Business Committee as to failure to get loans, 
where the applicants feel that the circumstances warranted such a 
loan? 

Mr. Mutter. I don’t know the answer as to the aggregate number, 
but I think we should be able to get that for you. You will find, if 
you can take the time, and it is a tremendous burden with all the other 
matter that we members must assume, but if you will go through this 
record of the testimony that was taken before my subcommittee, 
some 550 pages, you will find any number of complaints, documented 
and detailed. 

It is fair to say that there are more complaints in this record then 
commendation, but bear in mind when you conduct hearings of this 
kind, the people who usually come are the people who have some fault 
to find. 

Mr. Wipna.u. I understand that. I believe we should know what 
the exact number was, because so often we can go overboard saying 
there are thousands and thousands of cases involved and actually 
there will be very few complaints. 

As far as my own district is concerned—and I would like this in the 
record—I have had inquiries in connection with two loans during the 
entire time the Small Business Administration has been operating. 
Both loans were turned down by the Small Business Administration. 
I believe they were turned down rightfully, based upon the circum- 
stances in connection with those 2 businesses, and 1, I know the allega- 
tion was made that they would be out of business tomorrow if they 
didn’t get the loan. 

To the best of my knowledge they are doing better than they were 
months ago, and they have been financing themselves without going 
through the Small Business Administration. 

The same firm made some allegations about the ability to get 
aluminum, and I reported that to the Small Business Committee. 
A form was sent to them to be filled out to get further information 
and they haven’t in any way complied with the request. I have asked 
them if they wanted me to do anything further. They haven’t re- 
plied to my letter and yet I can imagine they would be people who 
would be complaining about failure to get a loan through the SBA. 

Mr. Mutter. In arriving at statistics such as you asked for, it 
would be awfully difficult to appraise each individual letter or com- 
munication we get. It depends on how you are going to look at that 
letter as to whether it is a complaint or simply a case where the man 
didn’t have the necessary information. We get any number of letters 
in the committee from people who appear, as you read the letter the 
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first time, to really be up in arms. When you get into it, you find 
they just didn’t go to the right place or they didn’t get the right in- 
formation. When you get in touch with the agency and smooth the 
thing out, everything is running fine, so while it might be categorized 
as in the complaint section, it doesn’t really belong there. 

Mr. Wipnatt. I heartily believe in the purposes of the SBA. I 
think it can perform a very useful function. We should have the 
true facts as to failure to get warranted loans, not just complaints 
about service. 

Mr. Mutrer. Bear in mind in totaling the number of complaints 
we must take into account the great number of complaints that are 
not justified complaints. One man took up an awful lot of our time 
during this hearing with what he thought was a complaint and if we 
took his word for it, we should have abolished the agency and sent 
somebody to jail. 

By the time we got through with it, I took it on myself to tell him 
the only fault we had to find was that the agency was so patient with 
him. It should have thrown him out before it did. Instead they 
spent 2 months processing that application and trying to make it a 
good application. In the end they turned it down. 

Certainly that must be filed with complaints, but it must be listed 
as an unjustified complaint. We try to get into these things with an 
open mind to begin with, and not take the fact as gospel from the man, 
no matter how much he may think he has been hurt. We try to get 
all the facts from him, then go to the agency and ask them what the 
facts are and get to the bottom of the thing and try to get the thing 
moving if it can be moved. We never substitute our judgment for 
the judgment of the agency. We tell the agency just that: 

We are not the lending officers. All we are going to do is inquire as to whether 
or not you are trying to carry out the intent of the Congress, but you, Small Busi- 
ness Administration, must use your judgment and your discretion as the lending 
agency and we are not going to substitute our judgment and discretion for yours. 

Mr. WIpNALL. I just have one other question. 

In your bill you propose to raise the lending authority to $250,000. 
How many applications do you feel have failed because of the inability 
to apply for the proper amount? 

Mr. Mutter. Unfortunately we can’t begin to give you any esti- 
mate of that because, as I indicated earlier, the agency has not kept 
the inquiries beyond 90 days to 6 months, unless—as a matter of fact, 
many of them are not even kept beyond 30 days—unless it ripens 
into an application. 

So if I should call the agency and say, ‘I should like to come down 
and talk to you about a loan for $156,000,” $6,000 over the limit, I 
will be told, ‘“There is no point in your coming in. Our limit is $150,- 
000. Can you come within that limit?’ And if I say, “Yes,” I will 
come down and try to process it. 

If I call in and say | want a loan of two hundred or two hundred 
and fifty thousand dollars and am told the limit is $150,000, the file 
is closed then and there. I don’t go any further. We don’t have 
any record of that. 

Mr. Wipnatt. I think there was previous testimony about that, 
about 90 percent of the loans were for $75,000 or less. 

Mr. Mutter. | think that is correct. 
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Mr. Wipnatu. And also under the RFC, didn’t the figure run 
higher than that, a hundred thousand? 

Mr. Muurer. Yes. The average was slightly over a hundred 
thousand dollars. 

Mr. Wipnatu. I think it was over 90 percent of the loans. 

Mr. Murer. You may be right. It was my recollection that was 
the average amount. 

Obviously the testimony on the Senate side indicated the need for 
increasing it to $250,000. They passed their bill that way. The 
full committee recommended it that way, and I think it passed 
unanimously on the Senate side. 

Mr. Wronatt. Of course, the higher lending authority you put in 
the bill, the higher request you will get from most businesses. 

Mr. Mutrer. Yes, but bear in mind a man coming in and saying, 
“T want $250,000” is not going to get it. He must have collateral 
and security and a business that warrants his getting that. He must 
be able to show reasonable assurance of repaying it. Just because 
he asks for 250 doesn’t mean he will get it. I am sure the lending 
officers in charge of the program still adhere to the direction in the 
law, that there must be reasonable assurance of repayment of the 
loan. It must be a sound loan. 

Mr. Wipna.u. That is all, Mr. Chairman. 

The Cuarrman. Are there any other questions? 

Mr. O’Hara. Mr. Chairman. 

The CuarrmMan. Mr. O’Hara. 

Mr. O’Hara. Mr. Multer, I have only two questions. I have 
listened to the testimony here with interest. Appreciating that you, 
Mr. Multer, as a member of the Select Committee on Small Business, 
and Mr. Patman, as chairman, have lived with this matter and know 
it so well, I naturally depend very much upon yours and Mr. Patman’s 
judgment. 

I gather from what I heard here that the Small Business Administra- 
tion has made relatively few loans. Do you feel that there was 
justification for that, or that the loans should have been greater in 
number and volume? 

Mr. Mutter. Well, let me say this: If I were sitting as the lending 
officer in the Small Business Administration, I believe I would have 
granted many more loans than have been granted, but bear in mind 
that if | were running a bank, and sitting in my bank as the lending 
officer and you were running a bank across the street and you were 
the lending officer there, I might grant a loan that you would turn 
down and you might grant one that I would turn down. 

We are getting into the realm of business judgment now, but | 
do believe that the agency, now that it has gained more know-how, 
should be able to process and grant a great many more good loans 
than they have up to now. 

Mr. O’Hara. I gather from the testimony and some of the ques- 
tions asked by the committee members that the Small Business 
Administration seemed to be getting away from loaning money to 
small business and more and more siphoning its activities into edu- 
cation, literature, and activities of that nature. 

Is that substantially the policy of the present Small Business 
Administration? 


64 tt hUKlCUrt Om ee Ulu 


EXTENSION OF SMALL BUSINESS ACT OF 1953 199 


Mr. Mutter. I believe that that was the policy of the Small Business 
Administration under the first Administrator who was appointed. 
Whether it was because he had no desire to make loans to small- 
business men, or his philosophy was such that it didn’t warrant his 
going into that kind of a program, he certainly did everything he 
could to discourage loans by his agency, and if he had stayed there 
very much beyond the time he did stay, I think the whole agency 
would have collapsed around his ears. 

I think that the present Administrator is trying to make the loan 
functions of his agency comply with the intent of Congress. We 
can’t say, based on the testimony adduced before our subcommittee, 
that he has been restricted by the Loan Policy Board, because the 
testimony that the Administrator has given to the committee, to the 
Small Business Committee, was that all of his recommendations 
have been approved by the other two members of the Board, repre- 
senting the Treasury and the Commerce Departments, which cause 
me to ask, “‘Why do we need the other two agencies if they go along 
with your recommendations anyway?” 

Yet the very substance of the policy statements that have been 
made from time to time, with reference to the lending facilities and 
functions of the agency, make me feel that the Loan Policy Board has 
nevertheless restricted him in his activities. 

Mr. O’Hara. The composition of the Policy Board would seem to 
suggest a conflict of interests. 

Mr. Mutter. I would say so. 

Mr. O’Hara. One other question, Mr. Multer: It had seemed to 
me from some of the testimony that there was much duplication of 
the work done by the Small Business Administration with that done 
by the Department of Commerce. I was interested in questioning 
the representative of the American Bankers Association, to find if that 
seemed to be his thought, that much of this printed matter that is 
being sent out is matter that is made available by the Department of 
Commerce, and what the Small Business Administration is doing is 
not in a specialized field, but is mere duplication. Is there some 
substance to that? 

Mr. Mutter. I think there is some reason given to that statement, 
or some justification given to that statement by the fact that the 
Department of Commerce has thousands of offices throughout the 
country, and they are used by SBA as a source of distribution of SBA 
pamphlets and notices. 

Now it may be that that is why there is some confusion on that 
score. I have heard Mr. Patman say, and others say, that the Com- 
merce Department and SBA are duplicating efforts which are intended 
to aid small business. I haven’t seen any actual proof of it, but I will 
say this: Part of the work that my subcommittee intends to do during 
the recess is to inquire specifically into that, and find out if it is so 
and, if so, recommend its elimination. 

There is no need for two agencies of Government to do the same 
thing. 

Mr. O’Hara. Thank you, Mr. Multer. I have such confidence in 
your ability and your industry and your sincere and intelligent 
interest in the welfare of small business that I shall be guided very 
much by your counsel. 

The CuarrMan. If there are no further questions— 








200 EXTENSION OF SMALL BUSINESS ACT OF 1953 


Mr. Tautuie. Mr. Chairman, I would like to ask a question. 

The CuHarrmMan. Mr. Talle. 

Mr. Tauue. I was wondering if you have information about the 
purposes for which the loans are made. Are they for survival of 
small business, are they for expansion, or what? 

Mr. Mutter. Well, they vary. I would say that in some instances, 
if the loans were not granted, the firm could not survive, but that is 
not to mean that the firm was insolvent. There have been, I believe, 
no so-called bail-out loans. In other words, it has been the policy, 
and I think they have adhered pretty closely to it, not to bail out a 
creditor with a loan. 

That is, if a company couldn’t pay that creditor unless they got 
this loan, SBA wouldn’t make that kind of a loan. They wouldn’t 
let an owner of a company get a loan in order that he could pay 
himself out or buy out a partner and if the company looked as though 
it was insolvent, they wouldn’t go in and rescue the company from 
insolvency with the loan. 

Most of the loans were for working capital or for expansion. There 
have been some loans to new businesses. 

Mr. Tate. It appears that small business generally doesn’t make 
the rate of profit that is made by large business generally. That 
might, of course, be due to a number of factors. 

I suppose, if business conditions should become less good than 
they are now, the number of applications for survival, or for main- 
taining solvency, would increase. 

Mr. Mutter. Well, the rate of fatality of small business has always 
been high, but we can’t arrive at a fair comparison by comparing the 
rate of profit of small business with the rate of profit of big business, 
because, in most instances, small business is privately owned—1 or 5} 
or 3 people are the owners and operators of the business. Most of 
them are corporations. The 1, 2, or 3 people who own the corporation 
are working as officers and are actually employees. ‘They are drawing 
salaries, and usually they will draw their salaries to approximate 
profits, ‘and as business prospers, their salaries will go up. They will 
try to eat up the profits of the corporation in their salaries so as to 
have but one income tax rather than take out part as salary and part 
as dividend and pay the double tax. 

We can’t appraise them that way by simply saying the rate of profit 
of one as against the rate of profit of the other shows that because of 
a higher rate of profit the big business is a better business operation. 

Mr. Tauue. Of course, most new businesses are small. 

Mr. Mutter. Yes. 

Mr. Tauuie. And the majority of those which fail, do so within 5 
years of the time when the businesses were started. 

Mr. Mutter. I think that is a fair statement. 

The Cuarrman. If there are no further questions, your bill has had 
a very able counsel to represent it. You have given a very convincing 
argument. We will adjourn to meet at the call of the Chair. 

Mr. Mutter. Mr. Chairman, before you adjourn, may I ask that 
you add to the record these figures which you asked for, which come 
from the Office of the Comptroller under date of June 20, 1955, Loan 
Approvals and Participation Data as of May 31, 1955. 

The Cuarrman. If there is no objection, that will be included. 

(The document above referred to is as follows:) 
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BUSINESS LOAN APPROVALS—PARTICIPATION 


SMALL BUSINESS ACT OF 1953 


SMALL BusiNEss ADMINISTRATION 


1. Percentage range of SBA participations: 


(a) Smallest. _- 
(b) Largest- 


2. Average SBA participation: 


(a) Based on dollar amount____-_-_- 2 : 
(b) Based on SBA percentage of participation 


3. Business loans approved by type of loan: 


Type 


Immediate -__._--_---- 


Deferred __- 
Direct - --- 


Total- 


Gross 
amount 


Percent 
of total 


Number 


254 16.8 
751 49.7 
33.5 


$14, 158, 135 
41, 526, 434 


100. 0 


77, 671, 236 


DATA 


21, 986, 667 


AS OF MAY 31, 


95 


“et 


90 


$42, 267 


percent- - 74. 2 


Percent 
of total 


. thara | Percent 
SBA share of total 


18. 2 
53. 5 
28. 3 


$11, 427, 239 17.7 
31, 050, 677 8.2 
21, 986, 667 34. 1 

100. 0 64, 464, 583 100. 0 


4. Distribution of participations approved by SBA percentage of participation: 


Over 76 percent__-_- 
51 to 75 percent _- 
25 to 50 percent__ 


Percentage grouping 





Percent of 


Number total 


36. 0 
47.9 
16. 1 


100.0 


Source: Office of Controller, Reports and Statistics Division, June 20, 1955. 


The CuarrMan. Any relevant matter you desire may be inserted 


in the record. 


Mr. Mutter. Thank you, Mr. Chairman. 
(Whereupon, at 11:55 a. m., the committee adjourned to the call of 


the Chair.) 
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WEDNESDAY, JULY 6, 1955 


Hovusr oF REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

(On July 6, 1955, the Committee on Banking and Currency heard 
testimony from Hon. Sinclair Weeks, Secretary of Commerce, on two 
measures, H. R. 7071, the Extension of Defense Production Act of 
1950, and H. R. 4525, 5207, 5729, 6301, 7069, and S. 2127, the Exten- 
sion of Small Business Act of 1953.) 

(The following testimony pertains only to the extension of the 
Small Business Act of 1953.) 

The committee met at 10 a. m., Hon. Brent Spence, chairman, 
presiding. 

Present: Chairman Spence, and Messrs. Brown, Patman, Multer, 
Barrett, O’Hara, Reuss, Vanik, Wolcott, Talle, McDonough, Widnall, 
MeVey, Hiestand, and Nicholson. 


TESTIMONY OF HON. SINCLAIR WEEKS, SECRETARY OF 
COMMERCE, ACCOMPANIED BY ASSISTANT SECRETARY FOR 
DOMESTIC AFFAIRS, LOTHAIR TEETOR, AND BUSINESS AND DE- 
FENSE SERVICES ADMINISTRATION ADMINISTRATOR, CHARLES 
F, HONEYWELL 


Mr. Patman. You are on the Loan Policy Board of the SBA? 

Secretary WrEks. Yes, sir. 

Mr. Patman. Have you met with them regularly, Mr. Secretary? 

Secretary Werks. No, sir. 

Mr. Patman. Have you ever met with them? 

Secretary Werks. Yes, sir. 

Mr. Patman. How many times? 

Secretary Werks. I can’t tell you without looking up the record. 

Mr. Parman. About half a dozen? 

Secretary Werks. I should think less than that. 

Mr. Parman. Three times, one time? 

Secretary Weeks. Three or four, I guess. 

Mr. Patman. It has been in existence now about 24 months and 
during that time you have met with them 3 or 4 times? 

Secretary Weeks. I designate a representative as I do on a number 
of boards, by statute. 

Mr. Parman. Although you are not personally there you have some- 
one to represent you at each board meeting? 

Secretary WrEEks. Yes, sir. 

Mr. Patrman. When the Board met one time I understand you 
agreed that the interest rate would be 6 percent clear across the 
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country on all small-business loans made by SBA. Did you approve 
of that recommendation? 

Secretary Werks. Not personally, sir. Do you want the answer 
to that, sir? 

Mr. Parman. I want your answer. 

Secretary Werks. No, I did not. 

Mr. Parman. You don’t approve of it? 

Secretary Werks. You asked me if I did approve. 

Mr. Parman. That is right. 

Secretary Weeks. I did not. 

Mr. Patman. Did you have a representative approve it? 

Secretary Werks. Yes. My representative, if it was approved, 
my representative approved it. 

Mr. Parman. Don’t you approve of what he did? 

Secretary Werks. Yes, sir. 

Mr. Parman. You approved 6 percent, then, clear across the 
country for small-business loans? 

Mr. Orcuse. Direct loans. 

Mr. Parman. Why did you have such a high rate of interest? A 
little man is in a desperate situation for credit. He is already hard 
up enough, so why impose a penalty of high interest on him, Mr. 
Secretary? 

Secretary Werks. The only answer I can give, Mr. Congressman, 
is that my representative sat at a meeting and approved of the action 
taken. He is here to answer the question. 

Mr. Parman. You approve of what he did? 

Secretary Weeks. I have confidence in my representative. 

Mr. Parman. And, therefore, approved what he did? 

Secretary Weeks. Yes, sir. 

Mr. Parman. All right. 

Now, then, you also approved this practice: Where a loan is made 
in cooperation with a bank, and the bank wants to charge up to 7 or 
8 percent, SBA charges that rate too. Do you think that is a good 
thing? 

Mr. Orcusie. The reason that was brought about there were 
certain banking laws in certain sections of the country. 

Secretary Wrerexs. Mr. Congressman, I was not at the meeting 
when that was done, and I would like to have Mr. Oechsle, if you 
want an answer to the question, give it to you. 

Mr. Parman. I just want your answer, Mr. Secretary. You are 
the responsible person we look to. You are on that Board. Do you 
think you ought to be on that Board or not? 

Secretary Weeks. Yes, I do. 

Mr. Parman. You think you ought to be on it? 

Secretary WEEKs. Yes, sir. 

Mr. Patrman. Do you think you ought to attend yourself or send 
a substitute? 

Secretary Werks. I think sending of a substitute, which is the 
course we have determined on, is the satisfactory way to do it when 
I can’t attend myself, and there aren’t hours enough in the day to 
attend all the meetings I find that I am supposed to attend. 

Mr. Parman. Does the SBA perform any services of the same type 
which your Department performs for small business? 

Secretary Werks. Yes, sir. 
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Mr. Parman. About how many, and name some of them. 

Secretary Werks. Well, they are in the lending business, for 
example, where there is no duplication. They are helpful in other 
areas. For example, the field of contract procurement, but where 
they overlap—— 

Mr. Parman. Wait just a minute. In other words, we will just 
state that there are two areas that you are not in conflict. One is 
where SBA makes loans and extends credit, and the other is help in 
procurement? 

Secretary Weeks. Help in procurement, the Commerce Depart- 
ment does that too, of course. In practically every area except the 
field of lending they duplicate. 

Mr. Patman. In other words, if they would confine themselves 
strictly to the credit you could take care of the rest? 

Secretary Werks. I consider there is a place for the SBA. It is 
inherent in the statute, and in the operation, that there is some, or 
must be some duplication. The objective is continually to keep that 
duplication down, and—— 

Mr. Parman. Do you think there should be any duplication? 

Secretary Werks. No, I never believe in duplication. 

Mr. Parman. Should the Department of Commerce do it, or should 
the SBA do it, where there is duplication? 

Secretary Werks. Naturally, the Department of Commerce is the 
Department set up and established to serve business in this country. 

Mr. Patman. Where there is duplication SBA should pull out and 
leave it to you? 

Secretary Werks. Where there is duplication. Where it is supple- 
menting an effort that we are making, that is a different case, but 
where they are directly duplicating—lI do not believe in duplication. 

Mr. Parman. How can you supplement without duplicating? 

Secretary Werks. It is always a question of degree, Mr. Congress- 
man. I repeat, there is a field of useful service for SBA, but I don’t 
want to see them get into the duplicating business too much. 

Mr. Parman. On this Small Business Advisory Council, who 
recommends these people to you for consideration for selection? 

Secretary Werks. On the what, sir? 

Mr. Parman. The Business Advisory Council. 

Secretary Werks. They have a nominating committee which makes 
recommendations. 

Mr. Parman. That is for people to become members of the group? 

Secretary Weeks. Yes, sir. 

Mr. Parman. There are 60 of them. So many of them go off each 
year; is that right? 

Secretary Werks. Yes, sir. 

Mr. Parman. Can they succeed themselves? 

Secretary Werks. They can. It is not the practice to. They 
usually go off, if they do go off, for 2 or 3 years, and then occasionally 
come back. 

Mr. Parman. They have a nominating committee to nominate 
those who fill up the 60, when some of them go off? 

Secretary Werks. Yes, sir. 

Mr. Parman. Who are they composed of? 

Secretary Werks. They are appointed by the president of the 
Business Advisory Council. 
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Mr. Parman. How many on the group? 

Secretary WreEks. On the nominating committee? 

Mr. Parman. Yes, on the committee to make the nominations. 

Secretary Weeks. I should guess somewhere from seven to ten. 

Mr. Parman. Do they get recommendations from the United 
States Chamber of Commerce, the NAM, or any of those? 

Secretary Weeks. I don’t know where they get their recommenda- 
tions. 

Mr. Parman. Have you always accepted their recommendations? 

Secretary Werks. No. 

Mr. Parman. Where do you get your recommendations from? 

Secretary Werks. I don’t get any other recommendations than 
theirs, but occasionally I disagree with their recommendations and 
ask them to 

Mr. Parman. Submit other names? 

Secretary WreEks. Yes, sir. 

Mr. Patman. Eventually you take their recommendations? 

Secretary Werks. Yes, sir. 

Mr. Parman. Do you have at hand, Mr. Secretary, the amount of 
money that business expects to expend in the next year for expansion 
purposes? I will say this present calendar year, the amount of money 
they plan to expend for expansion purposes. 

Secretary Weeks. I don’t have the figure in my mind. The 
construction industry we estimate will run about 42 billion this year. 
That is the last estimate I have seen. I cannot break it down here, 
and tell you how much the plant and equipment estimates for business 
are. I can get you the figures, sir. 

Mr. Parman. I have the Wall Street Journal of yesterday, July 5, 
and on page 4 I notice the statement from your Department, Mr. 
Secretary, that the major industries are headed toward record pro- 
duction and sales this year, the Commerce Department predicted: 
“Its Business and Defense Advisory Administration published a 
midyear appraisal of business.”’ In that midyear appraisal of business 
it appraises different industries, such as iron and steel, copper, alu- 
minum, aircraft, shipbuilding, but it doesn’t mention cement. Don’t 
you normally mention cement as an important factor in the construc- 
tion industry? 

Secretary WEEKs. It is a very important ingredient. 

Mr. Parman. Why didn’t you mention cement in this midyear 
report? Is it because cement is in short supply? 

Secretary Weeks (to Mr. Honeywell). Do you want to answer that? 

Mr. Honeywe.ut. Cement was lumped, I believe, with other 
building materials. 

Mr. Parman. Did you mention it specifically? 

Secretary Werks. He said it is lumped with other building ma- 
terials. 

Mr. Parman. It issuch an important item, don’t you normally men- 
tion it by itself just as you would aluminum or copper? 

Mr. HoneyweE vu. Not necessarily. 

Mr. Parman. You have in the past, haven’t you? 

Mr. HoneyYwe .t. This is only the second such review of this type 
we have put out. 

Mr. Parman. You do know cement is in very short supply, don’t 
you? 
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Mr. Honrywe tu. Yes, sir. 

Mr. Parman. Are you doing anything about it, to increase the 
production? 

Mr. Honeywe tt. No, sir; that is up to private enterprise. 

Mr. Parman. Suppose private enterprise can’t get the money for 
expansion. The banks won’t lend it because they are connected with 
the cement companies, and they have self-interests just like all of us. 
The insurance companies will not make loans. 

Where do you recommend that they get money for cement produc- 
tion? Now are you going to provide it if the cement people will not 
do it themselves? 

Secretary Werks. I think there, again, you have to take the matter 
up on a case-by-case basis. I don’t know what particular case you 
might have in mind, but under our private-enterprise system if a 
business can’t secure credit, st—I will put it the other way 
around—if they are entitled to credit they usually can secure it. 

Mr. Parman. I can tell you instances, Mr. Secretary, when you 
are mistaken about that. 

Secretary Werks. I would be delighted to know about them. 

Mr. Parman. When they go into competition with the people who 
control the credit, they just cannot get credit. 

I notice you didn’t mention agriculture in this midyear statement. 
Why didn’t you mention agric ulture? 

Secretary Werks. We do not encroach on that Department. 

Mr. Parman. When you evaluate and appraise don’t you take ac- 
count of all the segments of the economy, so as to let the people know 
what to expect, and in doing that wouldn’t you state that agriculture 
is prosperous or depressed, so as to indicate what might be the result? 

Secretary Werks. We leave statements about agriculture to the 
Department of Agriculture, sir. 

Mr. Parman. You leave that to the Department of Agriculture and 
never say anything about it at all? 

Secretary Werks. We have, however, in BDSA a division respon- 
sible for agricultural mac hinery and equipment. This division deals 
primarily with the problem of the manufacture of such equipment, 
not with distribution thereof nor with agricultural products. 

Mr. Patman. I believe when the RFC was abolished a loan func- 
tion was established in the SBA, and that was on the theory that there 
is a gap between the legitimate needs of small business for capital 
funds and the amount of capital which small business is able to 
borrow under the existing organization, attitudes, and so forth, of 
private financing institutions. During 21 months of SBA’s operation, 
down to April 30, 1955, a maximum. of only $40,500,000 had been 
disbursed to small business as a result of SBA activities, including 
disbursements from bank funds on participating loans. 

Do you consider that a fair amount to take care of the needs that 
SBA was intended to fill? 

Secretary Werks. I could have no opinion on that, Mr. Congress- 
man. I have talked occasionally with the head of the SBA about 
his operations in this field, and the last time I talked to him, some 
time ago now, he felt that he was up to date on his applications, and 
had made the loans that were requested, where the SBA felt they were 
entitled to it. 
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Mr. Parman. In view of the fact that the SBA supplements your 
efforts, in every case except in the credit field, do you recommend the 
extension of SBA? 

Secretary WEEKs. Yes, sir. 

Mr. Patman. Why do you recommend extension of it? 

Secretary WrEEks. Because in the Administration we have dis- 
cussed this matter at length, and the Administration’s position is 
that there is a field for SBA, and that it should be continued for another 
2 years. 

Mr. Patman. Let me invite your attention to this: Two years 
ago the Congress authorized $275 million to take up this gap that we 
speak of. The Administration asked for only $80 million of that to 
be appropriated. It was appropriated. During 22 months the SBA 
actually disbursed $19 million, and they charged their loan fund with 
$4 million to pay their own salaries. 

Do you believe an agency is doing a job for the public under those 
circumstances, or is it just putting desperate people in a position 
where they have hopes that will soon be dissolutioned? Do you see 
any real relief for people under circumstances like that, on a $275 
million concern, only disbursing $19 million, and $4 million for pay- 
ment of their own salaries and expenses? Do you recommend the 
continuation of a group like that, Mr. Secretary? 

Secretary Werks. I am recommending the continuation of SBA; 
yes, sir. 

Mr. Patrman. With those facts that I just stated—and they can 
be verified by the record—with the knowledge of those facts for 22 
months, do you still recommend it? 

Secretary Weeks. I make the same answer, that I recommend it. 

Mr. ParmMan. In other words, if they pay $4 million to disburse 
$19 million out of $275 million it is all right with you? 

Secretary Werks. I make the same answer, that I recommend 
continuance of SBA. 

Mr. Wotcorr. We should keep in mind that the SBA has many 
other functions than their loan functions. It would be, I was going 
to say, politically disastrous, but perhaps I shouldn’t use that term, 
if you do away with the SBA because of the help small business gets 
from the SBA. Mr. Patman is chairman of the Small Business Ad- 
ministration Committee. He has a staff of about 17, I understand, 
so I think that Mr. Patman is in a position to make recommendations 
to this Congress for any expansion of the act, and any improvement 
in the act, and the matter directly before us is how we tie small busi- 
ness in with the Defense Production Act. 

You have made certain recommendations along that line. I see 
that the Defense Production Act itself recognizes the role which small 
business must play in the development of resources and the production 
for defense and for the civilian economy, and surely it would not be 
in the interest of national defense to do away with the Small Business 
Administration at this time. The only problem, as I see it, that we 
might have in the Small Business Administration is one which has 
always confronted us since we disbanded the RFC, preventing the 
Small Business Administration from expanding into another colossal 
banking institution which at one time had authority to raise 18 
billions, and had it within their power to control the economy of this 
Nation. 





EXTENSION OF SMALL BUSINESS ACT OF 1953 209 


That is the major problem, as I see it, as a Member of Congress. 

There is a medium there somewhere whereby we can give the relief 
and the service to small business which it needs and should have 
without running the chance of establishing an agency which might, 
as RFC did have, have the power to take over every dollar of credit 
in this Nation, and socialize it or nationalize it, or however you put it. 

As I see it, that is the problem, the finding of a need for small 
business and at the same time preventing this colossal undertaking 
which might result in the control of every dollar of our credit. 

Mr. Parman. In connection with the Business and Defense Services 
Administration, and the type work that the Administration is doing 
under your direction, Mr. Secretary, I noticed in the Wall Street 
Journal of April 15, 1954, an interesting story. The caption of this 
story describes the BDSA as giving business ‘‘Some very special aid,”’ 
and it reads this way: 


Washington.— 


and this is quoted from the Wall Street Journal, April 15, 1954— 
Meet the businessman’s good friend in the Capital, a pal willing to help a firm get 
a Government contract, to cut redtape on a Federai loan, or use a bit of influence 
to soften a regulation that is working a hardship. These and other favors, large 
and small, will be performed at no cost. 

Do you remember that statement, Mr. Secretary? 

Secretary Werks. No; I do not. 

Mr. Parman. That was in the Wall Street Journal of April 15, 1954. 
Is that a reasonable description of the activities of BDSA? 

Secretary Werks. I wouldn’t say that it was a completely accurate 
description of their operation. They are there to help business, to 
make it easier for them to do business with the Government. They 
have to. 

I haven’t seen that. I will ask Mr. Honeywell if he wants to 
comment on that. 

Mr. Parman. Is BDSA charged specifically with the duty of 
helping small business at any time, or just all business? 

Secretary Werks. All business. 

Mr. Parman. Does this unit of the Department of Commerce 
help firms get Government contracts, to cut redtape in getting a 
Federal loan or use a bit of influence— 

Secretary Werks. Can | answer it one by one, sir? 

Mr. Parman. Yes, sir. 

Secretary Wrrks. The first question was help them get Government 
contracts? 

Mr. Parman. That is right. 

Secretary Werks. I should say not. They help tell them how 
they can get Government contracts. 

Mr. Parman. Of course that is helping them get the ideas. 

Secretary Werks. I wouldn’t say so, not in the same context, sir. 

Mr. Parman. O. K. We will skip that. 

Do they cut redtape? Have they ever cut redtape on Government 
loans? 

Secretary Werks. Any time we can cut redtape we aim to do so. 

Mr. Parman. Do they use influence to soften regulations working 
a hardship? 

Secretary Werks. What was that last? 
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Mr. Parman. Use influence to soften a regulation that is working 
a hardship? 

Secretary Weeks. Certainly, if a regulation is working a hardship 
on business we try to change the regulation so that it will be helpful. 

Mr. Parman. The same story in the Wall Street Journal describes 
a 60-page report which sets out examples of some of the jobs BDSA 
has done for business firms. The story says that this report ‘Lists 
several good turns which the agency has done for specific firms or 
industry groups,”’ and it cites several examples. One example cited 
is a job done for the National Lumber Manufacturers Association. 
The story says BDSA persuaded the Commodity Credit Corporation 
to change its procedures so that grain bins wouldn’t lose out to steel 
and aluminum. Do you remember that? 

Secretary Weeks. No, sir; I have two associates here who I think 
can answer the question. 

Mr. Parman. Another example cited from this report: The Depart- 
ment of Defense was about to unload a big batch of shovels, chisels, 
small tools, worth about a hundred million dollars. BDSA persuaded 
the Pentagon to hold these tools indefinitely. The story says thou- 
sands of small hardware stores and other retailers would have been 
hurt, although I suppose the hardware manufacturer would have been 
hurt, too, and probably more so than the retailers. Do you remember 
that? 

Secretarv Wreks. Yes, sir. 

Mr. Parman. What finally happened to all this hundred million 
dollar supply of hammers and saws, and so forth? 

Secretary Werks. I will answer it in a general way, that when we 
keep in touch with the surplus stocks of the Government, whether 
in defense or wherever they may be, that are not needed by the Gov- 
ernment, are ready for disposal, and we try to see to it that the sur- 
plus stocks in that category are disposed of in an orderly manner 
so that the action will not upset a market condition, either for a 
manufacturer or distributor. 

Mr. Parman. Or retailers, either? 

Secretary Werks. That is right. 

Mr. Parman. The story says ‘“‘BDSA carried one fight to a Cabinet 
meeting’ where you talked the Postmaster General out of a proposed 
rate increase on United States magazines sent to Latin America. 
The story quotes from your 60-page report that the rate increase 
would have ruined some small publishers. I know many of the big 
magazines which carry a lot of advertising are mailed to Latin 
America, but I don’t know how many of the small publishers depend 
so heavily on Latin American circulation that they would be hurt 
by a rate increase. 

As you say, these people are not charged with the duty of helping 
small business. They are charged with the duty of helping all 
business? 

Secretary Werks. Yes, sir. 

Mr. Parman. Just business and commerce? 

Secretary Werks. Yes, sir. 

Mr. Parman. Not any category, big or little? 

Secretary Werks. That particular illustration, I have no recollec- 
tion of, and I may say that in the Postmaster General’s recommenda- 
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tions about rates, I have generally been in support of his reeommenda- 
tions. 


Mr. Parman. A number of other examples of how you have helped 


business firms are cited in this particular story. I will mention just 
one other. 

The story says that BDSA helped the I. T. & T. Corp. by giving it 
information on small-size battery charges. The story quotes the 
report as follows: 


It is understood the company is planning on entering this field with the in- 
formation we furnished it. 


I wonder, Mr. Secretary, if that 60-page progress report has been 
published? Do you know about whether or not it has been pub- 
lished? 

Secretary WreEKs. You mean the report referred to? 

Mr. Parman. Has this 60-page report been published? 

Mr. Honeywe ut. Not generally, sir. 

Mr. Parman. Do you have one with you? 

Mr. Honeywe .t. No, sir. 

Mr. Parman. I wonder if you would make it a part of this record? 

Mr. HoneyYwe tu. We would be perfectly willing to, sir. 

Mr. Parman. I ask permission to have that report made a part of 
the record. 

The CHarrMAN. Without objection, permission is granted. 

(The information is as follows: ) 


DEPARTMENT OF COMMERCE, 
BuSINESS AND DEFENSE SERVICES ADMINISTRATION, 
Washington 25, D. C., January 7, 1954. 
Memorandum 
To: Mr. Charles F. Honeywell, Administrator. 
From: H. B. MeCoy, Deputy Administrator. 
Subject: Brief listing of specific matters on which BDSA has been of service to 
industry since October 1, 1953. 

The Industry Divisions have provided a wide variety of information on the 
above subject, per your request. Specific examples most pertinent to your 
immediate use are indicated immediately below. A summarization of examples 
submitted by certain divisions is enclosed as tab 1. The full statements of the 
other Industry Divisions are enclosed as tabs 2 through 20. 

Collectively, these statements give a pretty good picture of the services we are 
rendering to the business community, and should prove useful in preparing news 
and speech material on a variety of subjects. 


EXAMPLES FOR IMMEDIATE USE 


1. Example of arrangements made for conference with industry before Foreign 
industrial investments are made by the Export-Import Bank.—The pulp and paper 
industry has become increasingly concerned with investments by the Export- 
Import Bank in pulp and paper enterprises in countries other than our own which 
disturb the marketing picture on a worldwise basis. They have communicated 
their feelings on this subject repeatedly to the Forest Products Division of BDSA. 
This concern has not necessarily been that all such enterprises are unjustified, but 
that the marketing picture has been subject to this disturbance without prior 
opportunity for the American pulp and paper industry to be informed and to be 
heard. 

This complaint was brought forcefully into the meeting of the Pulp and Paper 
Council on November 23, 1953—a meeting called by Secretary Weeks—and was 
voiced by many members of the Council in the presence of a representative of the 
Export-Import Bank. Later in the meeting, this concern of the pulp and paper 
industry was enlarged upon to the extent that Assistant Secretary Teetor promised. 
in the name of the Department of Commerce, to try to find a remedy 
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At a later meeting of Under Secretary Williams, Assistant Secretary Teetor, 
and Assistant Secretary Anderson, it was decided that Assistant Secretary 
Anderson would approach the Export-Import Bank and try to arrange an 
understanding. 

Mr. Anderson was successful in this, and now has a commitment from General 
Edgerton of the Export-Import Bank that, when proposals have reached the 
point where the Export-Import Bank has become interested, the bank will pro- 
ceed no further without getting in touch with the Department of Commerce and, 
through the appropriate Industry Division, arrange that representatives of the 
industry may be informed and may be heard. 

2. Example of assistance rendered industry in easing rates on printed matter 
going to Latin America.—Last October the Postmaster General announced an 
increase in rates on printed matter going to Latin America, effective November 
1—an increase so large that it would have eliminated some small publishing oper- 
ations, wiped out profits of others, and seriously affected all publishers’ ability 
to fulfill their subscription contracts in that area. The Forest Products Division, 
in cooperation with industry representatives, assembled facts and figures; enlisted 
the Administrator’s support; and within a few days of the announcement had the 
problem presented officially by the Department of Commerce to the Post Office 
Department. These representations delayed the increase for sober discussion, 
and the increase, when made effective December 1, amounted to only 33% percent 
on magazines and newspapers, plus a moderate jump in book rates. These 
increases did not approach the earlier proposal, and publishers can live with them. 


SUMMARIZATION OF EXAMPLES WHERE INDUustTRY Drvisions Have BEEN 
HELPFUL TO INDUSTRY 


Leather, Shoes, and Allied Products Division 


1. Worked with the Department of Justice on determining advisability and 
legality of consolidations in shoe manufacturing and retailing, thus protecting 
industry from embarrassment and unfavorable publicity. 

2. Served world production and per capita consumption of shoes by countries. 
As a result many supplying industries sent representatives to Washington for 
specific information by individual countries in order to start sales programs. 
Business Machines and Office Equipment Division 

1. Assisted cash register manufacturer in obtaining relief from certain provisions 
of schedule I of NPA order M-—80. 

2. Prepared report on feasibility of construction of a laundry at Larson Air 
Force Base by the Air Force. Report made at request of individual laundry 
operators, the Spokane Laundry Association, and Ephrata Chamber of Commerce. 

3. Prepared forms for statistical reporting for the Office Equipment Manufac- 
turers Institute. 

4. Collaborated with and furnished Office Equipment Manufacturers Institute 
background and current information on proposed revisions of Philippine Trade 
Agreement of 1946. 

5. Initiated study of problem of excise taxes on office machines. 

6. Obtained information for Scale Manufacturers Association on existing tariffs 
on scale imports and on volume of current imports. 


Agricultural, Construction and Mining Equipment Division 

1. Assisted small manufacturers in lining up business with SBA. 

2. Furnished manufacturers with information from Embassy export reports. 

3. Worked with task group from industry on removal of export control licenses 
to other than Iron Curtain countries. 

4. Assisted manufacturers in checking census reports where apparent errors 
occurred. 

5. Conferred with and made reports to industry at Farm Equipment Institute 
and Construction Industry Manufacturers’ Association conventions. 

6. Got manufacturers viewpoint and suggestions on proposed legislation for 
use by the Department in advising Congress. 

7. On request of several manufacturers, acquainted industry with policies and 
operations of SBA on farm-equipment loans. 


Chemical and Rubber Division 


1. Worked with Foreign Operations Administration on behalf of superphosphate 
industry; FOA was purchasing superphosphate in foreign markets despite a dras- 
tically reduced American production. 
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2. Published and made available benzene end-use patterns. 

3. Interceded on behalf of numerous manufacturers with the Atomic Energy 
Commission because of stockpiling and purchasing problems. 

4. Voluntarily allocated military requirements of arhydrous ammonia and 
toluene to the industries’ complete satisfaction. 

5. Interceded with Reconstructior Finarce Corporation in their operation of 
the Los Angeles styrene plant despite surplus capacity in the United States. 

6. Provided information requested from manufacturers on foreign and domestic 
chemicals. 

7. Delivered series of papers at annual meetings of Chemical Market Research 
Association, giving views on effect of chemical expansion on future marketing 
problems. The expansion was the result of tax amortization. 

Textile and Clothing Division 

1. Made study of Philippine Government’s proposal for a trade agreement and 
representation of the interests of textile industries. Two aspects of the proposal 
were of special concern: (1) That the United States quota on cordage be lifted, 
and (2) that certain United States textile products, especially cotton fabrics, be 
assessed at the full rate of Philippine duties immediately instead of their being 
gradually raised over a period of 20 years. The cordage industry fears that the 
lifting of the quota would be the signal for a marked expansion of Philippine 
‘apacity and would eventually result in ruinous competition from cheap labor. 
The immediate raising of duties on United States cotton fabrics going into the 
Philippines would probably result in the abrupt loss of our largest export market 
to other nations, especially Japan. 

2. Prepared study, in connection with Treasury Department investigation of 
the dumping of rayon staple fiber in United States market by foreign producers, 
of effect of such imports on United States producers, giving e\ idence of the injury 
incurred by United States producers as a result of such dumping. 

3. Assisted in resolving the problem of Japanese cotton textiles which were 
being brought into the United States, given some finishing treatment and then 
shipped to the Philippine Republic as American goods, thereby allowing a large 
drawback in United States duties and avoiding payment of Philippine duties. 
These textiles were sold in direct competition with American goods in the Philip- 
pines. 

4. Provided information on the textile market and the status of the rayon 
fiber industry in Turkey to American Viscose Corp. 

5. Regularly forwarded to Textile Trade Association some 40 to 50 foreign 
dispatches of particular interest to them. 

Automotive Division 

1. Currently working with one vehicle manufacturer in analyzing allied fields 
with a view toward his entering some other line of product. 

2. Presently working with a parts manufacturer on enlarging his field, involv- 
ing considerable correspondence, discussions, list of manufacturers, etc. 

3. Held conferences with responsible officials of four major defense producers 
and one association representative in connection with requests for comments on 
S. 24 and H. R. 3634. Comments submitted to the Office of the General Counsel. 
Still pending. 

4. Working with two trade associations regarding Commerce gathering statis- 
tical information on production, sales, etc., that industry will pay for these 
services, ete. 

5. Continued cooperation with motor vehicle manufacturers in furnishing 
civilian sales, production, market, and stock information. This is on a 10-day 
and monthly basis summary. 

6. Prepared basic data and advised heavy duty component manufacturer re- 
garding their entering the truck-trailer axle manufacturing field. 

7. Supplied one corporation with data on production and exports of Diesel 
trucks in Great Britain and Germany for a study they are making. 

8. Furnished Editor of Automotive Industries (Bi-monthly automotive maga- 
zine) with data on many countries for an article on Restrictions to Importation 
of United States Motor Vehicles in Foreign Countries. 

9. Assisted the Editor of The American Automobile in the preparation of its 
special World Motor Vehicle Census issue (April 1954). Registration figures 
are being collected from some countries and Division will supply advance 1953 
United States exports of automotive products. 

10. Supplied the Far Eastern Division with comments on the revision of the 
United States-Philippine Trade Agreement with reference to application of duties 
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and possible restrictions to importation of motor vehicles and parts. Our recom- 
mendations were such as not to discriminate against the United States automotive 
industry. 

OrricE MEMORANDUM—UNITED States GOVERNMENT 


DEPARTMENT OF COMMERCE, BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


JANUARY 6, 1954. 
To: Mr. George W. Auxier, executive secretary, room 4845 Commerce Building. 
From: Charles P. Redick, Acting Director, Building Materials and Construction 
Division. 
Subject: Service to Business. 

Pursuant to your telephonic request of this morning, the following are some 
of the things this division has done in the area of “Service to Business’’ since 
October 1, 1953. 

1. Published the monthly industry report, Construction and Building Materials. 
(Monthly estimate of construction volume, construction costs, building materials 
production index, etc.) This report averages 32 pages. 

2. Published the annual Construction and Building Materials Statistical 
Supplement, 79 pages. 

3. Issued Outlook for New Construction for the Year 1954. (Released Nov. 
13, 1953.) 

_ 4. Prepared Looking Ahead speech by the Honorable Walter Williams, Under 
Secretary of Commerce, before the National Association of Real Estate Boards— 
outlook for new construction and its relationship to the total economy. 

5. Furnished the Council of Economic Advisers, Executive Office of the Presi- 
— with statistics for inclusion in the Economic Report of the President to 

Jongress. 

6. Have continued to assist the Treasury Department in connection with 
petition of the Hardboard Association to invoke the Antidumping Act of 1921 
on hardboard imported from Sweden and Finland. Our work with the Treasury 
Department began in August. Our most recent activity is with the cooperation 
of Commerce Field Offices to obtain hardboard prices as of now, 6 months ago, a 
year ago, and a year and a half ago. 

7. Supplied the Kawneer Co., Niles, Mich., with information with respect to 
development of a new product suitable for manufacture by them with their 
present facilities. 

8. We are having a series of conferences with the Bacharach Industrial Instru- 
ment Co., Pittsburgh, Pa.; regarding the development of a foreign market for 
instruments used for measuring CO, with particular reference to combustion 
equipment. 

9. Supplied the Paramount Oil Burner Corporation of New York with data to 
assist them in developing an oil burner market in France. 

10. We were consulted by Alspaugh & Co., Cleveland, Ohio, a firm of manage- 
ment consultants retained by Borg-Warner, in connection with the development 
of a new extended surface heating and cooling unit. We discussed market 
potentials, design, and construction. We suggested field testing methods and 
zone areas. 

11. We were consulted by the American Radiator & Standard Sanitary Corp., 
Pittsburgh, Pa, in connection with their current attempt to improve the design 
of their new extended surface combination heating and cooling residential 
unit. This discussion also covered certain phases of market potential on package- 
type boiler unit for residential use, cast iron base board market as compared to 
various types of extended surface heating equipment. 

12. We were consulted by the National Tube Division of the United States 
Steel Corp. in connection with the existing markets for extended surface heating 
equipment with particular respect to the use of ferrous seamless light wall tubing 
in place of copper and the problems arising in the bonding operation of non- 
ferrous materials to ferrous and the heat exchange factor when ferrous materials 
are used for fin and tube. 

13. We are having a series of conferences with the Institute of Boiler & Ra- 
diator Manufacturers of New York relative to the construction at the University 
of Illinois of a test house to be used for testing new types of heating and cooling 
extended surface heating equipment. 

14. Assisted the I. Wenig & Sons, New York, in correcting a steel sheet supply 
situation which resulted from rezoning by steel companies. 
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15. Furnished the L. J. Wing Manufacturing Co., Linden, N. J., with informa- 
tion relative to the possible market for draft inducers and package-type boiler 
units. 

16. We have been exchanging economic and production information with the 
Trailer Coach Association of Los Angeles, Calif., and the Mobile Homes Manu- 
facturers Association of Chicago. 

17. Make a study of Government procurement practices in construction based 
on @ complaint of the Heating, Pipe & Air Conditioning Contractors Associations 
of New York. 

18. Assisted the French Commercial Counselor in locating sources of supply 
for wood and metal prefabricated buildings. 

19. Arranged for delivery of cement to a New Jersey contractor having difficul- 
ties in this respect. 

20. At the request of the Foreign Service, supplied names and addresses of 
firms and engineers who could be asked to bid on the construction of a tunnel at 
Rio de Janeiro, Brazil. 

21. At the request of the Department of Agriculture, furnished information 
and names of possible constructors of wood-drying kiln in connection with the 
point 4 program in Iran. 

22. Prepared statistics and made recommendations on certain proposed changes 
in the Philippine import duties on locks and other builders’ hardware manufac- 
tured in the United States. 

23. Furnished statistics and other information on the production of insulation 
board for the Colonial Sugar Refining Co., Ltd., Sydney, New South Wales, 
Australia. 

24. Advised the Guatemalan Embassy on the matter of material and equipment 
that could be obtained from American firms to build prefabricated buildings in 
Guatemala. 

25. Furnished the Interior Marble & Tile Co., of Cleveland, Ohio, Information 
on domestic production, shipments, value, and imports of ceramic tile. 

26. Furnished the Universal Refining Products Co., Ine., New York, N. Y., 
information on the use of pot type oil burners in residential building, numbers in 
use, historical pattern, etc. ete. 

27. Furnished the Johns-Manville Corp., New York, with data on the use of 
cast iron pressure pipe and concrete sewer pipe. This action involved conference 
with the Cast Iron Pipe Institute and the American Concrete Pipe Association. 

28. Furnished the Alberta Dembrik Co., Ltd., Calgary, Alberta, Canada, the 
business operating ratios for concrete products plants—profits before taxes, net 
after taxes. 

29. Furnished the Fir Door Institute of Tacoma, Wash., information on the 
number of doors installed in the average American home, interior and exterior. 

30. Furnished the Robinson Clay Products Corp., Akron, Ohio, with production 
data since 1919 for vitrified clay sewer pipe and since 1941 concrete pipe. 

31. Furnished Mr. John A, French, United States Chamber of Commerce, with 
information on cement production and distribution. 

32. Furnished Mr. James Davis of the Portland Cement Association with 
extensive data on portland cement consumption, construction trends, analysis of 
demand and outlook for 1954. 

33. Furnished the staff members of the Stanford Research Institute data on 
the use of lumber in construction, geographic distribution of construction activity, 
nonconstruction use of lumber, etc. 

34. Furnished Mr. K. R. Walker, supervisor of market research, American 
Radiator & Standard Sanitary Corp., information on current and future con- 
struction with emphasis on outlook for plumbing and heating materials. 

35. Furnished Mr. Holger B. Jansson, Robert Heller & Associates, Inc., with 
statistics on various types of insulation materials used in new and existing build- 
ings. 

36. Furnished Stern, Roe & Farnham Investment Council with an outlook for 
new construction and the market for various building materials. 

37. Furnished the commercial research division of the United States Steel 
Corp. with prospects for construction involving the use of steel. 

38. Furnished the manager of the commercial research department of the 
Graybar Electric Co. with the survey of construction markets as it involves the 
use of electrical products. 

39. Furnished the Kaiser Aluminum & Chemical Corp. data on construction 
costs, prices, and markets. 
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40. Furnished the assistant editor of the Economic Almanac, National Indus- 
trial Conference Board, with statistics for inclusion in the Economic Almanac. 

41. Furnished the marketing research services department, General Electric 
Co., Schenectady, N. Y., with current statistics on construction activity. 

42. Furnished Mr. Arthur J. Frank, trade analyst, Chain Belt Co., Milwaukee, 
Wis., with current statistics on construction activity. 

43. Furnished Mr. W. W. Wecker, president, Marquette Cement Co., Chicago, 
Ill., information on maintenance and repair expenditures for 1953. 

44. Furnished the director of research, construction news division, F. W. Dodge 
Corp., New York, with physical volume statistics as related to repair and expendi- 
tures. 


45. Based mostly on specific requests, furnished about 200 business firms with 
the construction outlook for 1954. 

46. Answered numerous requests from industry regarding various information 
relating to their products, such as the number of plumbing fixtures produced which 
would assist brass-goods manufacturers in scheduling their production of compo- 
nents, such as traps, strainers, etc. 

47. There has also been the usual number of inquiries from business firms, 
students, etc., as to the availability of all sorts of information relating to building 
materials and construction. 

There have been many other instances where we have been able to furnish som« 
sort of service to business, but the foregoing is all that I could assemble in this 
short period of time and will, undoubtedly, serve your purpose. 





OrricE MEMORANDUM, UNITED STaTES GOVERNMENT 


DEPARTMENT OF COMMERCE, BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


JANUARY 7, 1954. 
To: Mr. George W. Auxier, Executive Secretary. 


From: Marvin A. Joy, Director, Copper Division. 
Subject: Service rendered to business by the Copper Division since October 1, 


e 


In compliance with your request for subject information, submitted herewith 
is an itemized statement: 

Letters of information to companies requesting data on copper, 12. 

Chart on actual and scheduled shipments of brass mill products, by months, 
for 1952 and 1953, mailed to approximately 90 brass mills which furnished the 
basic data for this chart (copy attached). 

Chart on actual and scheduled shipments of copper wire mill products, by 
months, for 1952 and 1953, mailed to approximately 175 copper wire mills which 
supplied the data for this chart (copy attached). 

Tabulation on supply and demand statistics for the first two quarters of 1953. 
mailed to approximately 90 brass mills and 175 copper wire mills who furnished 
the basic data for much of the statistics shown on the tabulation (copy attached). 

Press release on 1953 shipments of copper and copper-base alloy products. 
mailed to approximately 45 brass mills, 60 copper wire mills, and 150 brass and 
bronze foundries who furnished the basic information included in this press re- 
lease. 

Four charts on manufacturers’ sales, inventories, and new orders for durable 
goods industries totals; transportation equipment, including motor vehicles 
and parts; electrical machinery and equipment; and fabricated metal products 
mailed to approximately 45 brass mills, 60 copper wire mills, and 150 brass and 
bronze foundries. 

Transmittal letter from this office to the same group of mills and foundries. 

Copies of transmittal letter, press release, and charts attached. 

We have received letters from seven companies asking for copies of an analysis 
of the trends in manufacturers’ sales, inventories and new orders for certain durable 
goods industries as portrayed in the above-mentioned charts. We are duplicating 
our analysis and sending copies of it to these companies. 
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Source Notes AND METHODS 


DEMAND 








lst quarter | 


2d quarter 








Controlled materials sources: 
Stated requirements_--.......| RCD-332, adjusted to Apr. 30, | RCD-347, adjusted to Apr. 30, 
| 1953. | 1953. 
Program determinations 
Allotments issued 


= a ites aaa Do. 
| GA-240 and CMP-52, Apr. 30, | GA-240 and CMP-52, Apr. 30, 
1953. 1953. 





Actual deliveries—Form NPAF-84. Plus imports of controlled materials as reported by Bureau of 
the Census. 

Copper raw materials for CMP and DMS use: . eee 

Consumption for stated requirements, program determinations, allotments issued: 

Brass mills: Metal weight, total poundage, for each column converted to copper content using 
78 percent conversion factor, and 2 percent added for metal loss. Translated into refined copper 
and scrap, using percentage distribution between refined copper and scrap consumption (copper 
content) as shown for quarterly totals. Reduced to short tons. 

Wire mills: Total poundage for each column plus 0.5 percent for metal loss. Reduced to short tons. 

Foundries and powder mills: Metal weight, total poundage, for each column converted to copper 
content using 81.5 percent conversion factor, and 4 percent added for metal loss. Translated 
into refined copper and scrap, using percentage distribution between refined copper and scrap 
consumption (copper content) as shown for quarterly totals. Reduced to short tons. 

Actual consumption: From controlled material producers’ reports on Form NPAF-83, and from 
published reports of Bureau of Mines. For scrap consumption by foundries: Consumption of 
all copper raw materials by foundries (including the 6 railroad ‘‘toll’’ foundries), less consump- 
tion of refined copper by foundries and ingot makers, plus scrap consumed by powder mills. 

SUPPLY 

Refined copper, actual supply: From published reports of Bureau of Mines and Bureau of the Census, 

Serap receipts, actual receipts: Form NPAF-83 and published reports of Bureau of Mines. Includes 
receipts reported by the six railroad “‘toll’’ foundries. 

Deductions: 

Exports: Actual data: As reported by Bureau of the Census. Scrap exports include unalloyed copper 
serap, copper-base alloy scrap, and copper-base alloy ingot, converted, converted to copper content 
using 70 percent conversion factor for copper-base alloy scrap and 80 percent for ingot. 

Estimated data: Copper Division. 

For special purposes: 

Refined: Actual data include (1) domestic “‘toll’’ production from scrap, as estimated by Copper 
Division; (2) additions to the Government stockpile, as reported by Munitions Board; (3) con- 
sumption, from miscellaneous users’ reports on form N PAF-83. 

Scrap: Actual data represent consumption, from miscellaneous users’ reports on form N PAS-83, 

STOCKS 

Stocks of refined copper, end of month, owned by: 

Refiners: Copper Institute. 

Brass mills: Form N PAF-83. 

Wire mills: Form N PAF-83. 

Other processors: Form N PAF-83 and published reports of Bureau of Mines. 

Stocks of scrap, end of month: 

Brass mills: Form N PAF-83. 

Other processors: Form N PAF-83 and published reports of Bureau of Mines. Includes stocks reported 
by the six railroad ‘‘toll’’ foundries. 

Stocks of copper raw materials and metal in process, end of month: Total stocks of all copper raw materials 
less stocks of finished products, as reported on form N PAF-83 and from published reports of Bureau of 
Mines. 

DEPARTMENT OF COMMERCE, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 

Washington 25, December 21, 1953. 
GENTLEMEN: One of the functions of the Copper Division, Business and De- 
fense Services Administration, is to analyze and disseminate information on the 
condition and levels of business activity in specific industries pertinent to the 

production and marketing of industrial commodities, as a service to industry. 
In carrying out this function we have issued a statement on 1953 shipments of 
copper and copper-base alloy products (copy enclosed), and we have also prepared 

a series of four charts on sales, inventories, and new orders for durable goods 

industries totals, transportation equipment, including motor vehicle and parts, 

electrical machinery and equipment, and fabricated metal products. These four 
groups were chosen for graphie presentation because they embrace the principal 
customers of the copper industry and the trends of business for them are significant 
in determining prospects in the copper fabricating industry. A copy of each of 
these charts is enclosed for your reference. The data for the charts were taken 
from the Survey of Current Business, published monthly by the Office of Business 
Economies, Department of Commerce. 
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We have prepared an analysis of the trends of the aforementioned industry 
groups and related data. A copy of this analysis will be sent to you upon 
request. 

Very truly yours, 
Marvin A. Joy, 
Director, Copper Division. 


UNITED STATES DEPARTMENT OF COMMERCE 
WASHINGTON 25, D. C. 
Sinclair Weeks, Secretary 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Advance release, Wednesday, December 9, 1953 
1953 SHIPMENTS OF CoppER AND CoprpEeR-BAsE ALLOY PRopuUcTS 


Shipments of copper and copper-base alloy mill and foundry products are esti- 
mated at above 5.1 billion pounds for the year 1953, it was reported today by the 
Business and Defense Services Administration, Department of Commerce. This 
will exceed total shipments for the year 1952 by nearly 200 million pounds. 

Officials of the BDSA Copper Division attribute the increase in 1953 over 1952 
to resumption of the use of copper and copper-base alloy products in the production 
of civilian goods, which more than offset the shortening of the requirements for 
copper products for military programs. 

Kstimated shipments of brass mill products during 1953, amounting to 2.658 
billion pounds, reflect an increase of close to 4 percent over similar shipments for 
1952; while shipments of copper wire mill products totaling 1.441 billion pounds 
during 1953 are about 5 percent over comparable shipments in 1952; and ship- 
ments of copper foundry products, which include powder mill products, amounting 
to 1.014 billion pounds, show a slight increase of almost 1 percent over such 
shipments in 1952. 

Unalloyed and alloyed shapes included in total shipments of brass mill products 
show considerable variation in trends. This is illustrated by the following 
percentage changes in unalloyed and alloyed brass mill product shipments for 
1953 over or under 1952 shipments. 


Unalloyed: Percent 
Sn ee ee eters : 24 
al EE eet Sees a re +] 
-. (2) es aan : P ‘ : +1% 

Alloyed: 
oe BY Rs 2 ore, Bee eter ia : ; 12 
BmeCb. = 26 ...--6.26%-- a See —_ +28 
ee rs a ns ee : ; sept +11 


Further analysis of the total brass mill product shipments reveals that changés 
in 1953 over or under 1952 in the military programs are in most instances in direct 
opposition to the changes reflected in shipments of brass mill products for all 
other programs, as follows: 











[Percent] 
| Unalloyed | Alloyed 
| Rod | Sheet | Tube Rod Sheet | Tube 
— — — SS ees ws — = —— — — LN ——EE 
Military programs — +20 —38 | —29 —46 +21 +20 
...........:.... TER a +4 +4 4+4| +432 +8 


u 


Unalloyed brass mill product shipments for the military programs are not of 
sufficient volume to have much of an effect on the total shipments of unalloyed 
brass mill products. Cutback in military requirements is reflected mostly in 
alloyed rod, while the accelerated ammunition program during 1953 caused a 
substantial increase over 1952 in alloyed sheet and alloyed tube shipments for 
the military. However, total brass mill product shipments for military programs 
for 1953 are almost 10 percent less than 1952 shipments. 

Conversely, all other shipments of brass mill products in 1953 show an increase 
of almost 9 percent over such shipments in 1952. Stated otherwise, while brass 


63136—55 15 
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mill product shipments for military programs in 1953 declined approximately 
64 million pounds, shipments for all other programs increased 168 million pounds, 
resulting in a net increase over 1952 of 104 million pounds. 

The same picture is presented in total shipments of copper wire mill products 
for 1953. Shipments for military programs declined 37 million pounds or 24 
percent in 1953 as compared with 1952; while other shipments increased 107 
million pounds, or almost 9 percent, over nonmilitary shipments in 1952. Net 
results show an overall increase in copper wire mill product shipments of 70 million 
pounds, or slightly over 5 percent. 

The small increase in total shipments of “copper’’ foundry products for 1953 
over 1952 is caused almost entirely by the increase reflected in shipments for 
military programs. 

Shipments of copper and copper-base alloy products surged forward in the 
first half of 1953 to meet increased industrial activity which began in the last 
quarter of 1952 as a result of relaxation of controls under the controlled materials 
plan and a strong industrial demand deferred because of the steel strike in 1952. 
Third and fourth quarter shipments in 1953 indicate a leveling off in demand 
for copper and copper-base alloy products, with the exception of alloyed sheet, 
where the military ammunition program and the demands of important segments 
of the civilian economy continue at high levels. Another exception is ‘“‘copper’ 
shipments of foundry products, which continue on a level slightly above 1952. 

Although there is a distinct slackening of demand for copper and copper-base 
alloy mill products in the third and fourth quarters of 1953, the high level of 
demand for such products maintained by important segments of the civilian 
economy during the first and second quarters of 1953 served as an offsetting factor 
in sufficient volume so that total shipments of copper and copper-base alloy mill 
products for 1953 exceeded like shipments for 1952. 

The following summary of brass mill product shipments, in millions of pounds, 
indicates that first quarter 1953 shipments exceeded shipments for the first quarter 
of 1952 and the average 1952 quarter, with the exception of: the electrical equip- 
ment industry, which is below first quarter 1952 but exceeds the average quarter 
of 1952; engine and turbine industry, which is at the level of the average quarter 
of 1952 but less than the first quarter; and general components industry which 
does not equal first quarter 1952. 


[In millions of pounds] 

















ist quarter lst quarter | Average 
1953 1952 quarter 1952 
RE tit nn ine wind curinigin iebanieennans . 84 73 | 64 
Building materials____._......._.__-- peas pk acne alas wank te 53 35 | 37 
I ON rk. cin wc dw ccmipaanmdabdecasadeed 58 39 | 41 
SS SNR SS EE AL TIE See 48 59 | 46 
I ac bipaioeil 16 18 | 16 
con ueanenscinebaduweanine 74 79 | 67 
General industrial equipment_.___.-__.----------------------- 28 22 | 21 
Scientific and technical ----._.-___- Mieke only mein eiiinns. Seanad mer 29 26 23 
WN. ce ee Fe ee et 15 12 | 10 

| 

tee srcieviachacasudncteh Res rensiesioe ss 405 363 | 325 
| 1 


ee ea See | 56 | 54 
' 





The following summary of copper wire mill product shipments, in millions of 
pounds, shows first quarter 1953 shipments exceeding shipments for the same 
quarter in 1952 and average quarter, 1952. 


{In millions of pounds] 

















lst quarter lst quarter Average 
1953 1952 quarter 1952 
eee Oe, ATE elec. saseeaeous 28 21 21 
Electrical equipment 3. bs 22 USL Oe Literthin Seas Rik. 77 69 65: 
Defense Electric Power Administration........--------------- 59 57 58. 
> i a ita a et Rg PS i ER TEE SBE ILE ; 43 40. 38 
Electronics -__-_------- Sy pt RL Os A SER A A RE oA Mee 12 8 9 
i) rae sees Peres es eee FT ee ee 219 195 | 19b 
Percent of total shipments ion: tagenehalin capdnetitiicitean tate balinas 57 56 56 
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The following summary of copper foundry product shipments, in millions of 
pounds, shows total first quarter 1953 shipments in favorable position by com- 
parison with 1952 first and average quarters, due to the high shipment levels of 
the building materials and railroad equipment industries. Only the seneral com- 
ponents industry compares unfavorably with first quarter 1952, although first 
quarter 1953 shipments for that industry remain slightly above the average 
1952 quarter. 

{In millions of pounds} 


ist quarter Ist quarter A verage 
1953 1952 quarter 1952 


Building materials 

Electric equipment 

General components - 
General industrial equipment 
Scientific and technical _-_- 
Metalworking equipment 
Railroad equipment. 


Total. 7 
Percent of total shipments. 


Summaries of total shipments and defense shipments of copper and copper-base 
alloy products for the years 1952 and 1953, by quarters, follow. 


Defense and AEC shipments of copper and copper-base alloy products 1952-53 


[Millions of pounds] 


lst quarter | 2d quarter | 3d quarter 4th quarter! », ‘ 
1952 1952 1952 1952 | Total 1952 





Total shipments-_-------- pes 210 





Brass mill products--_-- 


Unalloyed 


Alloyed 


Rod_._- 
a ae 
Tube___- 


Copper wire mill products__.---.....---- 32 
Copper foundry products-------..-- cents : 15 








| Ist quarter | 2d quarter | 3d quarter 4th quarter 
| 1953 1953 1953 1953 





Total shipments. ._..............--- 195 | 








eae ae 








Unalloyed_---- 


Se. 
Sheet... -_- 














Copper wire mill products --- 
Copper foundry products. --- 





! Estimated. 
NotTe.—Net cup and disc weights for ammunition are included in the above shipments. 
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Total shipments of copper and copper-base alloy products, 1952-53 


Total shipments 
Brass-mill products 
Unalloyed_____- 


| eS 
Sheet___. 
Tube... 


Alloyed --. 
Rod._ 


Sheet 
Tube__ 


Copper wire mill products___-- 
Copper foundry products__-_-._------ 


| 


[Millions of pounds] 


Ist quarter 


2d quarter | 
1952 5 


1952 


| 
_|— 
197 
632 
182 | 
38 
65 
79 


450 386 | 

214 182 

186 161 
50 43 


318 321 | 
247 230 


Total shipments 
Brass mill products 

Unalloyed 

Rod__-_-- 

Sheet 

Tube_- 
Alloyed 

Eee 

Sheet 

Tube_. 


Copper wire mill products 
Copper foundry products 


| Ist quarter 


2d quarter 
1953 | 1953 1953 


1, 365 1, 160 | 


611 


165 


24 
56 
85 


446 





1 Estimated. 


Note.—Net cup and dise weights for ammunition are included in the above shipments. 


| | 
3d quarter | 4th quarter | — 
195% 52 } 


385 


3d quarter | 4th quarter 
53 1 


otal 1952 


2, 554 
736 


151 


Total 1953 ! 
§, 113 


2, 658 


217 


1, 441 
1,014 
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Memorandum. 

JANUARY 7, 1954. 

To: Mr. George W. Auxier, Special Services Staff. 

From: W. Elmer Pothen, Director, Communications Division. 

Subject: Synopsis of ‘‘Major business assistance rendered’”’ by the Communica- 
tions Division, BDSA since October 1, 1953. 

The following synopsis was prepared in accordance with your request, and we 
trust it gives you the desired information. 

1. At the request of the American Embassy, Ecuador, conducted a technical 
study of the relative advantages of microwave radio-telegraph eqyipment and 
that utilizing wire or cables. This may result in their utilizing American 
equipment. 

2. Several communications equipment manufacturers requested assistance in 
obtaining information about communications equipment requirements for the air- 
bases and facilities to be established in Spain. We obtained considerable infor- 
mation of value to these manufacturers and we are continuing to provide valuable 
facts as they become available. 

3. Contact was made with many representatives of the industry to learn their 
opinion of the proposed legislation, Senate Joint Resolution 107. This question 
of changing the minimum wage is of extreme importance to the operating tele- 
phone and telegraph companies. Their views were submitted in a 4-page memo- 
randum. The industry was most gratified at having had an opportunity to 
express its point of view on this subject. 

4. At the request of the International Telephone & Telegraph Corp., a market 
study was conducted pertaining to small-sized battery chargers. The information 
was furnished showing the approximate number manufactured for automobile 
and/or home use. It is understood that this company is planning on entering 
this field with the information we furnished. 

' §. A telephone customer of Toledo wrote to the President asking for assistance 
in securing telephone service for a number of people and also for improved tele- 
phone service in the vicinity of Temperance, Mich. This matter was discussed 
at length with the several telephone companies involved with a view of assisting. 

6. An Army offcer requested assistance and information relative to establishing 
a new business to handle the transmission of tape recordings of messages on a 
commercial basis. A study was made, several communications operators were 
interviewed, and the findings were submitted for the applicant’s guidance. 

7. A telephone customer addressed a letter to the President and referred to the 
increased telephone rates which were put into effect in her area. The operating 
telephone company involved was asked to review with her the need for increased 
operating revenue. 

8. A letter was received from an individual desiring information as to establish- 
ing a new business in her community to render telephone answering service. The 
results of a broad review were made available and satisfactory assistance rendered. 

9. The vice president of a communications equinment manufacturing company, 
recently, while in Washington asked assistance in securing information as to the 
duties that would be applied on imports of a highly technical machine equipment. 
Appointments were arranged, and the data secured promptly without any diffi- 
culties or waste of effort. 

10. The principal weekly pubiication used in the communications industry is 
known as Telecommunications Reports, and information of value is readily 
disseminated through this medium by weekly assistance furnished the editor. 

11. Advised two large manufacturing companies of certain substantial require- 
ments of communications equipment (carrier) for Buenos Aires. 

12. Conducted a technical study at the request of Venezuela to furnish the 
details of the American method for supplying subscribers with television on a 
commercial basis from a central antenna employing coaxial wire for distribution. 
This probably will involve purchase from this country and spread to other Latin 
American countries. 

13. Furnished advice and assistance to a small-business man as to how to 
proceed to secure subcontract opportunities from prime contractors active in the 
transmission system field. 

14. Provided assistance to a prospective small-business man so as to enable 
him to establish a consulting business on electronic communications equipment. 

15. In response to an inquiry from a manufacturer, furnished information ana 
details concerning bids requested by the Egyptian Civil Aviation Department for 
radio-communications equipment. 
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16. Prepared a list of essential activities covering communications services— 
telephone, telegraph, and production of communications equipment, including 
central switchboard equipment, printing, telegraph equipment, and associated 
apparatus. The study includes description of each activity and its essentiality. 
It also includes a treatise on supply-demand situation, manpower difficulties, 
and governmental actions taken to assist in alleviating problems in this activity. 

17. At the request of a manufacturer, obtained facts about a foreign company 
on the Yugoslavia border which affected their foreign trade. 

18. At the request of the Domestic Communications Operating Companies 
Industry Advisory Committee, prepared an informal organization chart of 
BDSA and the principal officers of the Department of Commerce, to be used by 
them in their relationship with governmental offices and divisions. 


JANUARY 6, 1954. 
Memorandum 
To: Mr. George W. Auxier, Executive Secretary. 
From: C. F. Hughitt, Deputy Director, Consumer Durable Goods Division. 
Subject: Assistance to business. 

Assistance to business which has been rendered by the Consumer Durable 
Goods Division falls into two general categories, Federal specifications and 
statistical and marketing information. Five specific instances of business assist- 
ance are listed below: 


FEDERAL SPECIFICATIONS 


At the request of industry, the Federal specification on venetian blinds is 
being revised. The Consumer Durable Goods Division has undertaken this 
job and will give thorough consideration to the views of industry and commercial 
practices in the revision. 

At the request of a manufacturer of electrical appliances and the Porcelain 
Enamel Institute, the Division has interested itself in the revision of a Navy 
Department specification concerned with packaging and packing of porcelain 
enameled products and major household appliances. Industry’s interest has to 
do with inclusion in the specification-of-performance tests for packaging generally 
accepted by industry in lieu of detailed packaging specifications. The Navy 
Department has indicated that it will incorporate these performance tests in an 
interim specification and will propose that the interim specification be adopted 
as a Federal specification. It is contemplated that the Business and Defense 
Services Administration will advocate the adoption of this interim Navy specifi- 
cation as a Federal specification. 


STATISTICAL ECONOMIC, AND MARKETING INFORMATION 


(1) The Division will issue its regular annual report covering United States 
production, imports, and exports of glass and glassware. 

(2) At the request of the Vitrified China Association, the Division is about to 
establish a monthly report of United States production of vitrified chinaware. 
This report will be based on voluntary reports from manufacturers. 

(3) In numerous instances the Division has provided individual manufacturers 
or prospective manufacturers with information of a technical, economic, statistical, 
or marketing nature. Information of industrywide interest has also been made 
available to industries through trade associations and trade papers. 





OrricE MEMORANDUM, UNITED States GOVERNMENT 


UNITED STATFS DEPARTMENT OF COMMERCE, BUSINESS AND DEFENSE SERVICES 
ADMINISTRATION 
JANUARY 6, 1954. 
To: George Auxier, Executive Secretarv. teins 
From: Charles A. Lewis, Director, Cortainers and Packagir g Division. 
Subject: Services to business. 
1. Contribution to annual industry conference programs of the following: 
October 1953 
Packaging Institute, New York City. ‘ 
National Packaging Exposition, Society of Industrial Packaging and Ma- 
terials Handling Engineers, Boston, Mass. 
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Associated Cooperage Industries of America, New Orleans, La. 
American Veneer Package Association, New Orleans, La. 
NSIA Materials Handling Committee, Philadelphia, Pa. 


2. Legislative: Recommended changes in a proposed bill, S. 1962, to require 
the marking of the containers of American goods exported with the words ‘United 
States of America,” and for other purposes. If this bill were enacted as originally 
written it would have disturbed existing practices of container manufacturers 
and would have imposed a substantial burden upon this segment of American 
industry. 

3. Containers and Packaging Quarterly Industry Report: Prepared and pub- 
lished the winter issue of this report, parts of which were reproduced and reprinted 
in all of the leading trade papers and magazines covering the containers and 
packaging field or closely related to this field. 

4. Prepared special articles for the following trade papers: 

(a) Good Packaging Magazine. 

(b) Paper Film and Foil Converter. 
(c) The Glass Packer. 

(d) Fiber Containers Magazine. 

5. Prepared a special publicity statement and material on the establishment of 
BDSA for the trade papers and associations in the containers aud packaging 
field which was printed in all of the trade papers co, ering the field aud was also 
run in all of the container-trade association bulletiius to members. 

6. Pro,iding economic and export data to container firms on specific requests, 
e. g., export of bottle crowns to Cuba, exploration of export data on sanitary food 
containers for Latin America, ete. 

7. Contributed to a National Security Industrial Association meeting at rort 
Eustis, Va., on de,elopmeat of better packaging and materials handling for air 
cargo. 

8. Assisted the slack and tight cooperage industries in bringing to the attention 
of the Senate Small Business Committee their request for a distress hearing. 
In doing this, we also prepared for Senator Thye, chairman of the Senate Small 
Business Committee, an analysis of the downward trends in these two container 
industries, 





OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JANUARY 6, 1954. 
To: Mr. George W. Auxier, Executive Secretary, BDSA. 
From: Carney G. Laslie, Jr., Deputy Director, EED. 

The Electrical Equipment Division has undertaken no projects of service to 
business since October 1, 1953, but has handled routine correspondence on such 
matters as production of electric motors in America, requests for data on which 
to base sales of electrical heating equipment overseas, and similar inquiries. 

Tied up on defense and mobilization work. 





OrricE MEMORANDUM, UNITED States GOVERNMENT 


JANUARY 6, 1954. 
To: Mr. Grorce AvuxiER, Executive Secretary. 
From: Donaup 8S. Parris, Acting Director, Electronics Division. 
Subject: Business supporting activities since October 1, 1953. 

The Electronics Division answered in writing 52 business inquiries and provided 
information by telephone and personal conference on the following general 
subjects: 

1. Potential foreign markets for electronic products. 

2. Foreign television developments. 

3. Foreign production and availability of electronic components. 

4. Nature of competition of foreign electronic products in the United 
States market. 

5. How to secure approval of electronic products for Government procure- 
ment. 

6. Data to be used in marketing certain electronic products in the United 
States. 

These are a few examples of the types of inquiries we have answered for the 
electronics business community since October 1, 1953. 
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FOOD INDUSTRIES DIVISION 


Specific things done by this Division for industry since October 1, 1953. 

1. Issued the following reports at the request of and paid for by industry: 

(a) Annual confectionery survey: Product sales, sales by channels of dis- 
tribution, sales by States, based on industry data nowhere else available. 

(b) Annual fruit-special survey: Production by main classes and fruit types, 
use of type, and size of container. Statistical data nowhere else available. 

(c) Annual salad dressing, mayonnaise, and related products survey: Anal- 
ysis of industry production, distribution, costs, etc. Data nowhere else avail- 
able. 

2. For improving United States trade with Canada we collaborated with the 
Bureau of Foreign Commerce in recommending to the President more liberal 
quota on the importation of oats from Canada into the United States. 

3. For purpose of improving United States and Mexican trade relations, we 
made recommendations in connection with proposed legislation, after consulta- 
tion with industry and appropriate Government agency, against imposing a high 
import duty on shrimp from Mexico. 

4. We aided industry in its relations with Government by directing and paving 
the way for contacts with proper officials in this and other departments, thus pro- 
viding a central responsible place in Government to which business may present 
its problems and viewpoint. 

Example: 

(a) Brewers-yeast industry questioned quantity of imports and wanted 
information on molasses production in selected countries. We were able to 
obtain the desired information through the Bureau of the Census and through 
Foreign Service reports. 

(b) Dr. Cover, of Maryland University research department, desired infor- 
mation regarding foreign distribution of Maryland tobacco. We were able 
to direct him to proper officials in the Bureau of the Census and the Depart- 
ment of Agricultvre. 

5. At the request of the Bureau of Foreign Commerce we made recommenda- 
tions on changes and proposed changes in tariff rates for the Republic of the 
Philippines on the following commodities: 


Desiccated coconut Tobacco 
Sugar Fats and oils 
Canned fish 


6. For use of the National Confectioners’ Association in the agriculture sugar 
consumption hearings we made an estimate of sugar utilization of confectionery 
industry, based on industry data. 

7. At the request of the National Preservers Association we investigated data 
used in Federal Trade Commission case involving household unit sales of pectin 
as a lead to determining volume of household production of preserves and jams 
during the postwar period. 

8. Commodity exchange regulations: We made an analysis of industry requests 
for modification of regulations regarding futures trading of cottonseed oil, soy- 
bean oil, and lard. We presented industry’s point of view to the Commodity 
Exchange Commission. 

9. Review of fats and oils statistical program: Comments and suggestions 
relative to proposed forms and reporting by industry. 

10. Furnished statistics of exports, imports and shipments to and from the 
Territories each month to trade representatives and the four following trade 
associations: 

(a) Distilled Spirits Institute. 

(b) United States Brewers Foundation. 

(c) National Association of Aleoholic Beverage Importers. 

(d) Schenley Industries. 

11. Made available information on source material collected throughout the 
world and the United States from Foreign Service dispatches and domestic 
sources. 

Examples: 

(a) Provided M. & M. (confectionery company) with data on monthly 
sales of confectionery and raw material use for a period of 10 vears as a basis 
for price, cost correlation to be used in determining advisability of market 
futures operations in sugar and cocoa beans. 

(b) Confectionery industry supplied with material on cocoa beans. 
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(c) Sugar industry supplied with material on sugar industries in other 
countries. : 
(d) Spice industry supplied with estimate on world pepper production. 
(e) Tea, coffee, and cocoa industries were given material pertaining to 
each respective trade. 
(f) Banks and trust companies, trade journals, and other national publi- 
cations supplied with statistical and food processing information. 
12. Furnish on request by Foreign Service officers information on domestic 
food products to foreign countries. 
13. General correspondence on foods, supplying technical and nontechnical 
statistical information, and other requested information. 
14. Interviews with representatives of business and industry and research 
organizations. 


OrricE MEeMorRANDUM, UNITED States GOVERNMENT 


JANUARY 6, 1954. 
To: George W. Auxier, Executive Secretary, BDSA. 
From: Merrill Lord, Deputy Director, Forest Products Division. 
Subject: Service to business. 

In response to Mr. Honeywell’s request for a few specific examples of service 
to business by Forest Products Division in recent months, I present the following: 

(1) Last October the Postmaster General announced an increase in rates on 
printed matter going to Latin America, effective November 1—an increase so 
large that it would have eliminated some small publishing operations, wiped out 
profits of others, and seriously affected all publishers’ ability to fulfill their sub- 
scription contracts in that area. The Forest Products Division, in cooperation 
with industry representatives, assembled facts and figures; enlisted the Admin- 
istrator’s support; and within a few days of the announcement had the problem 
presented officially by the Department of Commerce to the Post Office Depart- 
ment. These representations delayed the increase for sober discussion, and the 
increase, when made effective December 1, amounted to only 33% percent on 
magazines and newspapers, plus a moderate jump in book rates. These in- 
creases did not approach the earlier proposal, and publishers can live with them. 

(2) Lumber has been historically purchased for the United States Govern- 
ment through the Army engineers, who have built up a system of standards and 
of inspection, and a group of lumber experts which have been satisfactory to the 
Government and to industry. Recently the FOA initiated plans to procure 
lumber and plywood through the GSA instead of through the Army engineers, 
thus placing two agencies in the lumber purchasing field. 

The Forest Products Division, at the request of industry, got into the picture 
and arranged conferences not only with FOA but also with the lumber and ply- 
wood associations, the Department of Defense, and the United Nations Korean 
Reconstruction Administration, and we have every reason to believe that all 
groups are now united on continuing the purchasing through the Army engineers. 

(3) Formosa, using FOA funds, began procurement of over a million dollars’ 
worth of lumber. Specifications were too rigid for United States standards, and 
ourchasing and shipping procedures were spotty. At the request of industry the 

‘orest Products Division stepped into the picture and has succeeded in arranging 
for a revision of specifications and buying procedures, which, according to Mr. 
Earl Williayrson, the lumber expert of the Army engineers, should save FOA 
around $250,000, as well as create a great deal of satisfaction in the United States 
lumber industry. 

(3a) In the past few years a large percentage of the military installations, in- 
cluding Navy, Marine, Army, and Air Force, have operated sawmills within their 
reservations, to the considerable dissatisfaction of the lumber industry. The 
Forest Products Division has had innumerable conferences with the Department 
of Defense and has succeeded in having orders sent to these military installations 
to cease the practice. 

(4) The hardwood plywood industry of the United States is in very serious 
straits because of the ability of Japanese plywood mills, built since World War IT, 
to deliver highest quality plywood into the United States, after paying a 20 nercent 
duty, for profitable sale at less than the average production costs of United States 
plywood mills. 

The plywood industry has never had production and sales statistics sufficient 
to permit them to assay the damage and to consider the best remedy. As soon 
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as the Forest Products Division learned of these difficulties, it succeeded in com- 
piling some pretty complete statistics, not only for the industry in the United 
States, but for the Japanese industry and the Canadian and Scandinavian indus- 
tries as well, so that the world picture can be assayed; we have gone further than 
the collection of these figures for the past several year: in sitting in on prolonged 
conferences with the Bureau of the Census to expand t! e collection and compila- 
tion of these statistics in greater detail for the immediate present and future. 
It is quite likely that ae a result of their judgment based on figures not previously 
available to them, the industry will try to have import quotas set. 

(5) The lumber industry, largely through its own inaction, had seen the pur- 
chase of grain bins by the Commodity Credit Corporation go almost entirely to 
the aluminum and the steel industries. The Forest froducts Division, through 
working with the Commodity Credit Corporation, has determined the procedure 
necessary for wood grain bins to qualify for Commodity Credit Corporation 
procurement, and this has been presented to the National Lumber Manufacturers 
Association for distribution to lumber fabricators. The industry is confident that 
this will result in substantial purchases of wood grain bins in the current year. 

(6) It is an interesting fact that hickory is the most suitable wood for striking- 
tool handles. This had in past years been promoted abroad to the extent that 
every country in the world made use of this wood, which grows only in the United 
States. In 1939, the story of hickory for handles was well presented in a trade- 
promotion booklet (No. 203) issued by the Bureau of Foreign and Domestic 
Commerce. This has been out of print and accordin:ly has not been doing a job 
for the industry. The Forest Prcducts Division persuaded the American Hickory 
Handle Association, with the approval of the Department of Commerce, to revise, 
bring up to date, and reprint that bulle in for distrib 1.ion to the members of the 
industry, with the expectation that the expan ion and revision of the foreign- 
markets section will prove of new promotive valve to the industry. 

(7) The pulp and paper industry has indicated its desire to be able to express 
its viewpoints to various Government departments concerned, in regard to foreign 
loans and investments for pulp and paper mills. It was brought out that usually 
such commitments were made before anyone in the industry knew about them, 
and there should be some way of having industry’s ideas presented before pro- 
ceeding with such commitments. A particularcase has been the possibility of the 
Japanese erecting a lumber and a pulp mill in Alaska. 

The Department is setting up a procedure whereby industry will be consulted 
regarding such ventures. This will allow an interchange of ideas between Govern- 
ment and industry, which will not only prevent misunderstandings, but should 
also result in a more realistic approach. 

While this has been at the instigation of the pulp and paper industry, the pro- 
cedure will be available to all business. 

(8) A special section of the last ovarterly pulp, paper, and board industry 
report, prepared by the Forest Products Division, was devoted to an analysis of 
shipments of pulp, primary paper, an? board, and converted paper and board 
products to a long list of processing ind’ stries and to ultimate consumers. These 
input-output data, derived from a coy prehensive Bureau of Labor Statistics 
study of the entire United States ecoromy, provide a means of tracing remote- 
demand relationships from primary preduc*r to ultimate consumer, and are 
useful tools for marketing research. T! is avproach is particularly important 
to service industries like pulp, paper, ard board because it shows clearly how 
consumer demand for various products which themselves contain no pulp or 
paper is ultimately reflected in a conside-able requirement for pulp and paper. 
Industry has received the study with interest, and comments indicate it is being 
put to immediate practical use. 





OrricE MrMORANDUM, UNITED States GOVERNMENT 


JANUARY 8, 1954. 

To: George W. Auxier, Executive Secretary, BDSA. 
From: Merrill Lord, Deputy Director, Forest Products Division. 
Subject: Service to business (supplement to my memorandum of January 6, 1954). 

My memorandum to you of January 6 was hurriedly written and should 
include the following important items: 

(1) As a reswut of the T. A. expansion goal program of the past 3 years, this 
Division, in cooperation with domestic industry, fostered the expansion of domestic 
facilities for dissolving wood pulp which is used not alone for such products as 
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rayon, cellophane, and piastics, but is aiso the key material for smokeless powder 
explosives. As a consequence, domestic capacity has already been expanded 
by a substantial margin, with two new iarge milis still under construction. 
The net resuit will be that during the next 5 years at least, the supply of dissolving 
pulp available for both domestic and world needs will undoubtedly exceed 
requirements. 

(2) The United States paper and paperboard industry depends upon large 
quantities of foreign market wood pulp of certain grades, yet, at the same 
time, looks to foreign markets as an outlet for production of a number of domestic 
grades. The world supply-demand situation on wood pulp fluctuates violently 
from vear to vear, with equivalent changes in price structure. Late in 1953 
this Division inaugurated, in cooperation with our domestic industry through 
its United States Pulp Producers Association, a world wood-pulp survey covering 
capacity, production, exports, imports, and consumption by individual countries. 
This survey is practically completed at the present time, and, by making this 
trade information available, will tend to flatten out these violent swings in pro- 
duction and in prices. 

3) World markets represent an outlet ranging from 3 to 10 percent for many 
important grades of paper and paperboard as well as converted products. With 
the advent of renewed foreign competition in a number of word markets, the 
export committee of the American Faper & Pulp Association and the United 
States Paper Exporters Council jcintly met with officials of this Division in 
December 1953, and arrangements were completed for this Division to undertake 
special market surveys in 15 important countries during the eariy part of 1954. 
This project is now well advanced. 

(4) Foreign competition in the domestic market for a number of grades of 
paper and paperboard, more particularly tissue papers, hardboards, and glassine 
and greaseproof, has become apparent in the last several months. While the 
domestie industry does not object to fair competition, it does feel that some 
of these recent imports have been made at dumping prices. This Division is 
seeking to obtain further detailed data regarding this matter so as to forestall 
improper trade practices affecting domestic enterprise. 


JANUARY 6, 1953. 
Memorandum 
To: Mr. Charles F. Honeywell, Administrator, Business and Defense Services 

Administration. 

From: C. R. Burrell, Director, General Components Division. 
Subject: Business service activities of General Components Division. 

At the outset I should like to emphasize that in an industry division such as 
General Components the overlapping between defense activities and business 
services activities is such that it is extremely difficult to make a clear-cut separa- 
tion of the two areas of operation. Also the permissible staff contemplated at the 
beginning of fiscal year 1954 was based upon the personnel needed for defense 
activities. 

It has been possible for the Division to perform some services to business as 
indicated below and this is an indication of the extent to which we can be of 
service in the future. 

Antifriction bearings.—A detailed survey covering requirements for bearings 
for all purposes and facilities for production is in progress. When this survey has 
been completed it will be possible for the Division to know those areas in which 
there is no apparent need for additional production capacity. This information 
can be most valuable in preventing a waste of industrial effort in providing for a 
requirement which is nonexistent. 

Industrial valves.—In the absence of information as to future requirements for 
valves the manufacturers have been reluctant to make use of tax amortization 
provisions in plant expansions. The Division is assembling comprehensive data 
showing requirements in specific types of valves and will be able to recommend 
through the advisory committee of the industry regarding production facilities 
that are needed. 

The Division has recommended to the Department of the Navy that the in- 
dustry’s standards covering specifications for nonferrous alloys be adopted as the 
naval specifications for high-pressure valves. Research that we have been able 
to carry out indicates that the standard specifications are as satisfactory as the 
specials now being used. 


63136—_55——_16 
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Pipe fittings—Foreign manufacturers of screwed pipe fittings have been made 
an exception under legislation to the requirement that the country of origin be 
indicated on the product. This has proven to be a serious hardship upon domestic 
producers. The foreign made fittings are inferior in quality but have the same 
appearance as domestically produced fittings. The Division has requested 
samples of both foreign and United States made for purposes of having them 
tested and has asked the trade association of the industry to survey and give a 
report on the problem. 

Hand tools.—The Division received information that the military agencies con- 
templated declaring as surplus a large quantity of hand tools which had beer 
purchased in the past 2 years. These hand tools are standard and not subject to 
specification changes in the future, therefore there seems to be no point in dumping 
them on the market at sacrifice prices now with the consequent disturbance to 
normal business and then repurchasing similar tools a year later. Through the 
efforts of the Division arrangements have been made so that these tools will not 
be dumped at this time. 

The Division has been working with the Department of Defense to have pack- 
aging specifications changed to eliminate the necessity of packaging certain small 
hand tools in individual boxes. 

Industrial fasteners.—Importation of foreign made wood screws has reached a 
dangerous proportion of sales in this country. United States manufacturers, 
through their trade association, are appealing to the Tariff Commission for tariff 
adjustments and the Division is cooperating in providing the association with 
data on wood screw requirements and current imports. 

Industrial wire cloth—The manufacture of industrial wire cloth entails the use 
of weaving reeds made from a special type of steel. The type of steel required 
has been almost altogether produced in Sweden. The supply from Sweden has 
been cut off and it is necessary to find another source. The Division is working 
on determining sources for the steel and the weaving reeds for this industry. 

Census industrial classification.—A member of the staff of the Division has been 
serving as a consultant to group 34 and group 35 industry committees established 
for the review of the standard industrial classification. The recommendations 
made to the chairmen of these committees will, if adopted, be of assistance to the 
industries involved in future reporting activities. 

On account of the number of industries under the jurisdiction of the General 
Components Division (over 50) it is not possible to detail all business services 
that occur in our day-to-day activities. It is hoped that the above will be helpful 
as examples. 


DEPARTMENT OF COMMERCE, 
BusINESs AND DEFENSE SERVICES ADMINISTRATION, 
Washington, January 6, 1954. 
Memorandum 
To: Mr. Charles F. Honeywell, Administrator, BDSA. 
From: Harry S. Mills, Deputy Director, GIED. 
Subject: Activities of this Division relating to business services. 

Described below are some of the activities of this Division whereby we have been 
of service to business or other Government agencies since October 1, 1953: 

1. A manufacturer of textile machinery had an opportunity to sell approxi- 
mately $250,000 worth of equipment to a Greek company provided the Export- 
Import Bank could guarantee a loan which was to be made by the First National 
Bank of Boston. Because this Division interceded, the Department’s representa- 
tive on the Export-Import Bank Interagency Advisory Committee supported the 
guaranty of the loan in order that an American manufacturer might obtain this 
business rather than have it go to a foreign manufacturer of comparable equip- 
ment. 

This particular case set a precedent which has made it easier for American manu- 
facturers to obtain proper consideration in connection with other similar actions 
by the Export-Import Bank. 

2. The Division has disseminated to interested manufacturers information ob- 
tained from foreign cables relative to sales opportunities abroad. 

3. The Division has advised many manufacturers of tools and equipment avail- 
able for purchase from the machine tool pool, and have advised them of second- 
hand equipment which they have been able to purchase without delay in order to 
meet production schedules. 
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4. The Division advised certain industries and companies of the Randall com- 
mittee hearings in order that they might present their cases in writing, even though 
they may not have been *mvited to attend the hearings. : 

5. An industrial specialist of the Division served, at the request of the industry, 
on a subcommittee of the Advisory Council on Federal Reports. This subcom- 
mittee made recommendations with respect to the census classification of mate- 
rials handling equipment. 

6. Two of the industrial specialists of this Division have served as technical 
advisers on the Co-Com Committee, which formulates policies for the NATO 
countries as to the items or products which should not be exported to Iron Curtain 
countries. 

7. We have assisted several individuals in obtaining security clearance for travel 
abroad in connection with FOA financed contracts for the erection of plants for 
the installation of equipment. 

8. We have advised manufacturers of the procedures relating to United States 
Government procurement for rehabilitation of foreign countries, such as the 
present procurement for Korea. 

9. We have furnished information to an investment firm (Brown Bros,-Harri- 
man) relative to the expansion and potential growth of the air conditioning and 
refrigeration industries, and have on many occasions discussed with manufac- 
turers the current levels of activity within their particular industries. 

10. We have advised five different manufacturers seeking skilled labor of surplus 
labor areas in which they might successfully advertise for such labor. 

11. A west coast manufacturer appealed to us for advice as to where he could 
go in connection with a labor problem with which he was confronted. He in- 
tended to make a costly trip to Washington in order to obtain an answer. We 
located the responsible individual in the Department of Labor, and, by apprising 
him of the manufacturer’s problem, he was able to look into the matter and 
give the manufacturer the decision he wished by telephone, thereby saving him a 
trip from the coast. 

12. We advised all manufacturers of evaporative coolers as to the temperature 
and humidity conditions of major countries of the world, in order that they might 
determine the best potential markets for their products. 

13. We have advised several industries and associations of the countries having 
treaties with the United States relative to convertibility of currencies and ex- 
propriations. 

14. Two of our specialists have constantly given technical advice to the Depart- 
ment of Agriculture facilities group, relative to equipment and processes for treat- 
ing agricultural products. 

15. Almost daily, we furnish information to individuals as to type of equip- 
ment required for certain processes and where such equipment may be purchased. 


Orric—E MremMorANDUM, UNITED States GOVERNMENT 


JANUARY 6, 1954. 
To: Mr. George W. Auxier, Executive Secretary. 
From: James C. Kelley, Deputy Director, Metalworking Equipment Division. 
Subject: List of activities in Metalworking Eauipment Division performed as a 
service to industry. 

Pursuant to your phone request there follows specific examples of the subject 
activities of this Division: 

1. At the request of the National Machine Tool Builders’ Association we 
maintain current information on shipments and orders for the whole metalworking 
machinery industry. This activity necessitated the special extension of the 
Federal reports control on reports made to this Division. This data is constantly 
being used by individual companies in the metalworking industries and by the 
industry association to evaluate current business and plan future production 
programs. This data is requested in the form of statistics by commodity group- 
ings and by geographical areas of production, and distribution trends. 

2. At the request of the industry at the last industry advisory committee 
meeting of the Machine Tool Manufacturers IAC, this Division is engaged in a 
survey of import and export data on metalworking equipment to determine the 
extent of change of the industry patterns from pre-Korea through the Korean 
effort and the impact of same on the defense effort and industry. This data will 
be furnished in bulletin form to industry in the next 30 to 60 days. 
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3. The industries for which this Division is responsible have come to use the 
Metalworking Equipment Division as a focal point to which they address their 
requests for information on all aspects of Government operations. These requests 
involve widely divergent problems such as: 

(a) Advice on what fields are open to increase utilization of facilities and man- 
power no longer required in production of metalworking equipment for defense 
purposes. 

(b) Marketing information. 

(c) Policies concerning selling, advertising, research and fair trade practices of 
the metalworking industries. 

(d) Availability of new and used equipment. 

(e) Where to procure certain types of equipment. 

(f) Requests for specific technical advice on the type and size of equipment 
to be used on a specifie production application. 

(g) Sources of available capacity to produce specific items. 

(h) Requests for information on Government publications and guidance on 
how to proceed in doing business with the Government. 

4. Technical and trade magazines have continuously requested material for 
publication; specific example is the forthcoming series of articles on the history 
of resistance welding written by a staff member of MWED. 


OFFICE MEMORANDUM, UNITED StTatTES GOVERNMENT 


JANUARY 6, 1954. 
To: Mr. George Auxier, Executive Secretary, BDSA, Room 4845, Commerce. 
From: Dudley Selden, Director, Power Equipment Division. 
Subject: Your request for information regarding nondefense activities of this 
Division during last quarter of 1953. 

The principal activities of this Division since October 1 has been the con- 
tinuing of the full mobilization studies of the various products covered by this 
Division. This is, of course, directly in connection with the military preparedness. 

Another activity has been the scheduling of various manufactured items in 
short supply for the AEC program. 

Although this is primarily a defense activity, we have been able to reschedule 
one of the large steam turbine plants for the benefit of the AEC program, which 
has in turn benefited the whole program for electrical generation. Many of the 
privately owned public utilities have orders placed in this program so they have 
benefited accordingly. 

It has been understood that assistance to nonmilitary and nondefense industrial 
activities were to be held at a minimum during this period. 


OFFICE MEMORANDUM, UNITED States GOVERNMENT 


JANUARY 6, 1954. 
To: Mr. George W. Auxier, executive secretary. 
From: Nathan D. Golden, Director, Scientific, Motion Picture, and Photographic 
Products Division. 
Subject: Selected business services. 
In compliance with your telephone request of this morning, there is attached 
a list of significant business services rendered by this Division since October 1, 
1953. 
JANUARY 6, 1954. 


SCIENTIFIC, MOTION PICTURE, AND PHOTOGRAPHIC PRODUCTS DIVISION 


Selected business services rendered during the fourth quarter of 1953: 

1. Andre Debrie in Paris, France, and New York representative: Assistance 
in connection with consular visa problems in importing their products into the 
United States. Worked with the State Department in getting shipments cleared 
as Government orders were involved. 

2. Fairchild Camera & Instrument Co.: Assistance in contacting the Foreign 
Operations Administration in connection with offshore buying for European 
countries. Interested in selling their Sean-A-Graves to newspapers and industrial 
users So as to cash in on some blocked FOA funds. 
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3. Argus Cameras, Ann Arbor, Mich.: Assisted in contacting proper people 
in the Department of Defense with regard to PX’s in military installations to 
increase sales through these outlets. 

4. Society of Independent Motion Picture Producers, Los Angeles, Calif.: 
Supplied market information and sources of information on foreign markets for 
motion pictures to be used by the new export association which was recently 
formed. 

5. Eastman Kodak Co., Rochester, N. Y.: Sat in on meeting with ODM and 
Civil Defense to determine whether their protective equipment in connection 
with production of sensitized films and paper would qualify under ODM Order 
31. Agreed it did and invited Eastman to Washington to diseuss details. 

6. Olin Industries: Supplied list of companies which may be interested in their 
new product—a polyester film—for photographic base film, for lamination with 
packaging sensitized products, ete. 

7. Linde Air Reduction Corp.: Regarding synthetic sapphire used in jewel 
bearings. Prepared a written statement for presentation to the Tariff Com- 
mission and also appeared as an expert to discuss the matter with the Tariff 
Commission. 

8. Robert Huey, Fargo, N. Dak., Chamber of Commerce: To attraet new in- 
dustries to Fargo, especially in the seientific, optical, and instrumentation field. 

9. Waltham Watch Co.: Assisted this company in connection with obtaining 
defense contracts to hold on to their skilled labor. 

10. Eastman Kodak Co.: Obtained information from the Foreign Operations 
Administration with reference to procurement authorizations regarding the 
$85 million economic defense support granted to Spain. 

11. Taylor Instrument Cos: Assistance in their difficulties in obtaining cer- 
tain sizes and grades of steel plate. 

12. Since Census Bureau production and distribution statistics have not been 
collected since 1947 and business promotional services are severely handicapped, 
we have initiated a program designed to facilitate acquisition of necessary data, 
through trade association channels. 

13. Assisted Chicago Forging & Manufacturing Co. in determining market 
prospects in the scientific, motion picture and photographic products fie!d, for a 
newly developed miniature, portable, liquid battery. 

14. Counseled Brookfield Engineering Laboratories as to expanding their line 
of products. Services were likewise accorded General Mills and the Doeleam 
Corp., investigating the possibility of entering the scientific instruments field. 

15. At the behest of the Scientific Apparatus Markers Association we are 
cooperating in a review of prospects for standardization and simplification. 

16. The Dental Trade Association has been actively realining their relations 
with this Division, manifest through counsel sought on foreign developments 
and competitive imports. 

17. Supplied considerable statistical data both production and foreign trade 
statistics to the Scientific Apparatus Makers Association, the jewelled Watch & 
Clock Makers Association for briefs for presentation to the Randall Committee. 

18. At the request of the Scientific Apparatus Makers Association we are 
investigating the status of House Joint Resolution 256 relative to waiving of 
duties on scientific and other allied instruments for the First International 
Congress and Exhibition to be held in Philadelphia, Pa., September 1954. 

19. For the Scientific Apparatus Makers Association, we are obtaining copies 
of Safe Guarding of Industries Act, 1921—British Defense of the Realm Act 
which has to do with limiting imports and exports of optical goods to the British 
Empire. 

20. Prepared a complete list of firms which either manufactured or coated 
photographic film for a contact of the Philadelphia regional office. This list not 
available from any known commercial source. 

21. Supplied an attorney handling a case for a motion-picture company infor- 
mation on War Production Board orders and allocation of films during World 
War IT. 

22. Assisted the Bureau of Foreign Commerce and the State Department in 
forming a policy and in preparation of a cable to be sent to the Embassy in Burma 
regarding the Motion Picture Export Association protest against a very large 
increase in customs duties for United States films into Burma. 

23. Transmittal of Foreign Service reports to the two motion picture trade 
associations keeping them informed on developments in the foreign market. 

24. Replies to letters from individual companies and trade associations request- 
ing statistics, or sources of statistics, covering their particular products or 
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industry. These include distribution statistics, census figures, production 
statistics, retail sales, etc. 

25. Replies to letters requesting information relative to establishing and oper- 
ating retail businesses handling the products and supplies under the jurisdiction 
of this Division. Photographic retail stores, blueprint services, motion-picture 
theaters, etc. 

26. Preparation of press releases on United States imports and exports of 
photographic goods and motion-picture films and equipment. Also short items 
for publication in Foreign Commerce Weekly on current developments in the 
foreign market for motion pictures and photographic products. 

27. Replies to requests for sources of motion-picture films to be used for 
technical training and education by individual companies, schools, colleges, and 
universities. 


DEPARTMENT OF COMMERCE, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
Washington, D. C., January 6, 1954. 
Memorandum 
To: George W. Auxier, Executive Secretary. 
From: Francis H. Winget, Acting Deputy Director, Shipbuilding, Railroad, 
Ordnance, and Aircraft Division. 
Subject: Government aid to industry. 

Kindly refer to our conversation relative to the amount of work this Division 
has had since October 1, 1953, that we could call aid to business. I wish to advise 
that 100 percent of the workload of this Division since October 1 has been in the 
defense area, divided between tax amortization and mobilization base studies, 
postattack, mobilization readiness, and Industry Evaluation Board studies. 

We have not gone out of our way to advise any industries associated with this 
Division that we are set up as an aid to business. If we did so advise them it 
would be a misnomer, due to our shortage of personnel. 

We have, however, when requested by industrialists, answered a few questions, 
or advised them where in Government they could get their questions answered. 

We have also worked with FOA on one occasion where they were about to loan 
money to India for the rehabilitation of Indian railroads to have India agree 
that they would let $20 million worth of railroad equipment contracts within the 
United States. This condition has not been finalized. 


OrricE MEMORANDUM, UNITED States GOVERNMENT 


JANUARY 6, 1954. 
To: Mr. George Auxier, Executive Secretary, BDSA. 
From: Walter L. Picton, Acting Deputy Director, Water and Sewerage Industry 
and Utilities Division. 
Subject: Service to business. 

Since October 1, 1953, this Division has rendered service to business which may 
be listed as follows: 

1. We have assembled from NPA records and released to selected technical and 
industrial associations separate tabulations of the water works and sewerage 
works construction authorized by the Water Resources Division of NPA during 
the calendar year 1952, showing the dollar value of construction, the breakdown 
as to category of construction (supply, transmission, treatment, etc.), the con- 
trolled materials allotted, average cost, percentage of each category, and use of 
controlled materials per million gallons of construction. Separate figures were 
shown for the major cities (560) and the minor cities. This release was welcomed 
particularly by the manufacturers of material and equipment for water and 
sewerage works. Several of whom have made requests for such additional details 
as we were able to supply. 

2. We have prepared a study of the production (including imports and exports) 
of cast iron pressure pipe from 1913 to date, showing separately the transmission 
and distribution sizes and the distribution of the smaller sizes of pipe according 
to end use, correlating same with our population growth, estimated average 
production of water, and the new housing program. The series of charts show 
estimated quantities used by water and sewerage works for maintenance and 
repair, extensions to new housing and other waterworks improvements, and 
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quantities used by other users (primarily industry, military, and export). A 
preview of this was given by me to the Cast Iron Pressure Pipe Association at their 
annual convention in Philadelphia in October. This study with accompanying 
charts will be ready for release in a few days. As a result, other groups are re- 
questing similar studies. 

3. We have just completed a detailed study of the waterworks facilities of the 
major systems of the United States (560 in number), analyzing them with respect 
to the following: 

(a) Adequacy for present service requirements. 

(b) Adequacy for assumption of additional loads. 

(c) Per capita water use, volume of industrial use, relationship of average 
to maximum day, effect of metering on demand, variations according to 
population size, geographical location, and extent of industrialization. 

The tabulation of these 560 showing: safe yield of watershed, impounded storage, 
transmission-line capacity, well capacity, treatment plant rated and maximum 
capacity, pumping capacity, distribution storage, average and maximum day 
demand. This study is ready for release as soon as it can be reproduced. We 
have had numerous inquiries from business desiring this information as soon as 
we can possibly release it. Specific requests have been made by manufacturing 
officials, market analysts, research institutes, industry associations, and consulting 
engineers. 

4. A study has been made of water well drilling with respect to the estimated 
number of wells drilled annually by general categories of end use (irrigation, 
farm domestic, nonfarm domestic, municipal waterworks, industrial waterworks) 
with estimates of the tonnage of steel casing required, separated according to 
the tonnage requirement of the wells (0-2 tons; 2-10 tons; over 10 tons) and 
the other estimated material requirements (pumps, motors, copper wire, etc.). 
Data is assembled and we expect to release the study shortly. A preview of 
this was given to the National Water Well Association by me at their annual 
convention in Philadelphia in October. 

5. Business inquiries. Numbers of inquiries have been received and answered 
for basic information and tentative analyses in the water and sewerage fields, 
such as: 

(a) Estimated annual usage of pipe for water in sizes from 1/2 inch to 
4 inches, with separation into mains and services, types of pipe (brass, cast 
iron, reinforced concrete, steel, and asbestos cement), separately for main- 
tenance and repair and new construction. 

(b) An assembly of quickly available data on water and sewerage rate 
charges and basic methods of computing such charges. 

(c) Estimated breakdown of copper usage by water and sewerage works 
for new construction during the calendar year 1952. 

(d) Attendance at technical and industrial association meetings for the 
purpose of addressing them (at their request) and discussing our functions 
in rendering service to business. Our Director has attended 3 such meetings, 
and I have attended 3 others. 


FIELD SERVICE 


Looming large in the category of direct service to business is the assistance 
rendered to manufacturers, wholesalers, advertising agencies, and industrial publi- 
cations by the field offices. As the local outlets for the output of the Business 
and Defense Services Administration, the Bureau of Foreign Commerce, the Office 
of Business Economics, and the Bureau of the Census the field offices provide a 
practical service in problems arising from the search for markets, the establish- 
ment of sales quotas, the development of distribution patterns, and the strengthen- 
ing of distributive outlets. Hundreds of firms seek the assistance of the field 
offices on marketing problems every month and the following case is a typical 
example. 

A chain-saw manufacturer in the Pacific Northwest wanted to establish sales 
outlets in other timber-producing areas. From material supplied by the depart- 
mental units named above the Seattle office was able to furnish basic data on 
production and employment in the forest products industry, information to 
indicate location, size, and quality of potential markets in main timber-producing 
areas in the United States with a special survey on chain saws prepared by BDSA. 
As the result of these market studies and analysis the company management set 
up dealers and warehouses in the South and the company is now enjoying a very 
satisfactory business from this expansion. Allocation of sales, quotas, and 
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promotion were made largely on the basis of the market potential facts supplied 
by Commerce and the past sales experience of the company. An acknowledg- 
ment of this service was made in the following words: 

“The Department of Commerce staff has been most helpful to us in the past 
year in providing information useful in our varied program of market studies and 
economic analyses. We wish to express our sincere appreciation of the courteous 
and efficient manner in which this invaluable information has been given us.” 





JANUARY 6, 1954. 
To: Charles F. Honeywell, Administrator, Business and Defense Services Ad- 
ministration. 
From: Harry W. Ketchum, Acting Director, Office of Distribution. 
Subject: Specific services of the Office of Distribution for Business, October 1 
1953, to date. 

Many of the activities of the Office of Distribution during the period October 1 
to date have related to the planning and development of programs the results of 
which will become apparent during the balance of this fiscal year and next. 

On October 27 officials of the Office met with the distribution committee of the 
National Association of Manufacturers and on November 17 met with members 
of the National Distribution Council. These meetings and meetings with other 
groups have been held for the purpose of obtaining business viewpoints with refer- 
ence to public issues and legislative proposals which may affect the operation of 
distribution. They have also served as a means of obtaining practical business 
advice as to the most practical types of programs and activities in which the Office 
might engage. 

In addition, contacts have been maintained and meetings held with executives 
of individual trade associations and other business groups in conne:tion with 
programs conducted by such organizations. These have included discussions with 
the Association of University Evening Colleges in connection with the develop- 
ment of an education-business center; the National Home Improvement and 
Woodworking Institute in connection with the development and expansion of the 
“Do-It-Yourself”? market for home improvements, the National Association of 
Wholesalers, National American Wholesale Grocers Association in connection 
with their program of service to member institutions and similar groups. 

During November and December representati\ es of the Office attended a series 
of meetings with personnel of Small Business Administration and developed a 
publications program relating to meeting the needs of smali business which will be 
undertaken on a joint basis. Included will be reference source lists, operating 
ratio summaries, capital requirements worksheets, catalogs of technical reports, 
correspondence aids and material relating to the development and sale of new 
products. Actual work on this program is underway and will be accelerated as 
soon as financial arrangements for processing additional staff have been com- 
pleted. 

Members of the staff participated in a symposium of marketing information at 
the annual conference of the American Marketing Association in December and 
provided an exhibit displaying publications of the Department of Commerce ip 
the economic field. 

The Office participated in the review of a number of important bills pending 
before the Congress and presented views for guidance of the Department officials. 
This is a function which will become extremely heavy after Congress reconvenes 
and will represent a function of tremendous value to businessmen engaged in 
distribution of goods and services. 

In all instances the analysis of the views of proposed legislation prepared by the 
Office of Distribution is designed to clarify the affect of such legislation on the 
operations and effectiveness of distribution and to recommend revisions which 
will preclude unnecessary or undesirable interference with normal and legitimate 
business pursuits in distribution. 

The Office has maintained contacts with Interstate Commerce Commission in 
connection with proposed rate increases and size limitations of parcel post ship- 
ments—a matter of vital interest to wholesalers and retailers who are dependent 
upon this service in their daily operations: with the Federal Communications 

ymmission in supplying marketing information; and with the Bureau of Census 
and other units in the Department concerned with distribution. 

The Office continuously meets with individual businessmen and groups who are 
concerned with particular problems involved in the operation of individual busi- 
ness firms. In all such cases, information from the Department of assistance in 








EXTENSION OF SMALL BUSINESS ACT OF 19538 945 


the solution of such problems is made available together with suggestions as to 
other sources of data or methods of meeting the particular problems which have 
been successful for similar businesses. 

Members of the staff have participated in a number of national meetings of 
trade associations and other professional groups taking part in the program of 
such groups as: The Chain Store Council of Iowa in Des Moines in October, a 
retail clinic sponsored by the Merchants Association and the Chamber of Com- 
merce of Atlanta and the extension division, University of Georgia at Atlanta, a 
meeting of the National Negro Business League, Atlanta, Ga., a small-business 
clinie sponsored by the Federated Professional and Business Women’s Clubs of 
Iowa, and the University of Iowa in Iowa City and a meeting of the District of 
Columbia Retail Hardware Association in Washington—all in November. 

As a routine function the Office handles approximately 200 inquiries a month 
from individuals or individual business firms covering all types of information 
and assistance in connection with distribution problems. 





OFFICE oF TECHNICAL SERVICES, COMMODITY STANDARDS DIVISION 
ACCOMPLISHMENTS IN PERIOD, OCTOBER 1, 1953, TO JANUARY 6, 1954 


1. The final steps were taken in developing simplified practice recommendations, 
and commercial standards on the following subjects; 

(a) Bedsteads, springs, and mattresses; 

(b) Lumber (softwood) ; 

(c) Ice-cream containers; 

(d) Packaging of gas stopcocks; 

(e) Flammability of clothing textiles; ! 

(f) General purpose vinyl] plastic film.! 

2. The following industries requested the use of the Division’s facilities in 
developing important standards of practice: 

(a) Manufacturers of ground flat stock who claim there is too great a 
variety of sizes and kinds of product. 

(b) Textile manufacturers that need a standard for dyes that will be color- 
fast when used on textiles. 

(c) The manufacturers of insultaing board who need a standard of com- 
parison of fiberboard with Fiberglas. 

(d) The packers of frozen foods who need a clarification of the capacities 
of the containers they use. 

(e) The Office of the Secretary of Defense, which is seeking collaboration 
in developing a method of identifying metals, to facilitate storage and issue of 
metal articles, such as rods, bars, shapes, sheet, ete. 

(f) The builders hardware industry, in connection with the revision and 
modernization of existing Federal specification. A member of the Division 
is chairman of the subject technical committee. 

(g) The plumbing fixtures industry in connection with the revision of 
Federal Specification WW—P-—541b, plumbing fixtures, land use. 

3. On invitation the Division was invited to participate in the following indus- 
try meetings: 

(a) The subcommittee on packaging of bolts and nuts, of the Association 
of American Railroads, Washington, D. C. 

(b) Society of Plastics Industry which is starting a program to insure ad- 
herence to Public Law 88, Flammability Fabrics Act. (See Division’s 
Commercial Standard CS192). New York. 

(c) Manufacturers of clothing fabrics relative to their preparation of a 
declaration of intent for forwarding to the Federal Trade Commission. This 
is related to Commercial Standard C8191, flammability of clothing textiles, 
and Public Law 88, on that subject. New York, N. Y. 

(d) A meeting of executives of 11 trade associations relative to apparel size 
standardization, and the advancement of work in this field. New York, N. Y. 

4, Other evidences of accomplishment: 

(a) Pages 172 and 173 of the attached mail order catalog, all of which data 
is based on the work done by the Commodity Standards Division. On page 
172 specific reference to the United States Devartment of Commerce is mace. 

(b) On invitation, the Division was invited by the dry goods industry to 
write an article on ‘‘Apparel Size Coordination” for publication in the January 
1954 issue of Stores magazine. 





1 These are the basis for Public Law 88, effective in June 1954, enacted by the 83d Congress, Ist session. 
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(ec) On request the Chief of the Division addressed a 11-man team of 
Danish journalists on the subjects of simplification, and standardization, 
before they kept appointments to see the President, and the Secretary of State. 

Appendix to paragraph 2, above 

The several industries have pointed out the necessity for adequate standards of 
practice, under the Division’s procedure: 

(i) Flameproof paver and paperboard; 

(ii) Latex-base adhesives; 

(iii) Extended polyethylene pipe; 

(iv) Pondersoa pine doors and window frames; 

(v) Hardwood veneered hollow-core flush doors; 

(vi) School furniture: and 

(vii) Rebuilt automotive parts; 

(viii) Cross-connecting boxes for electrical conduits. 

The Division has been requested to assist in the revision of certain simplified 
practice recommendations, and certain commercial standards, that have been in 
effect for several years. 

Notr.—All of the above is applicable specifically to the period October 1, 1953, 
to January 1954. 

Since October 1, 1953, the Area Development Division has assisted 30 com- 
munities on industrial and employment expansion problems by guiding them as 
to methods for locating firms for available industrial buildings and by providing 
information on growing industries most likely to have plant expansion plans. 
The Community Industrial Development Kit, a set of technical guides for local 
industrialization and employment building programs, was completed and is now 
being made available to 800 cooperative field offices of the Department of 
Commerce. 

One of the country’s largest and foremost manufacturers of Oak Ridge, Tenn., 
requested technical information from the Technology Division, Office of Technical 
Services, concerning steam line welds operating under unusual conditions not 
provided for by code sales. 

A letter from this firm acknowledging the Technology Division’s answer of 
December 7, 1953, reported as follows: 

“This information is the only applicable standard we have been able to obtain 
for power piping wells not covered by recognized codes, and it should provide 
a basis for establishing a very similar standard for our installation.” 


Mr. Parman. I would like to call your attention to these two points 
in the Wall Street Journal. It feels about BDSA’s main activities as 
follows: 

Although BDSA spends most of its time as a go-between helping businesses 
and industries in their dealings with the Government, the agency also stands 
ready to serve as a marketing analyzer or a technical consultant on almost any 
problems bothering a business or industry. 

Is that correct? 

Secretary Wrenks. Yes, sir. 

Mr. Parman. All right. 

Then the story says that Mr. Weeks asserts— 
that BDSA, far from neing revolutionary, is actually no different from a setup 


established by ex-President Hoover when he was Secretary of Commerce in the 
early twenties, and which was allowed to languish by the Democrats. 


Then the story quotes directly from Mr. Charles F. Honeywell—is 
he the gentleman with you there? 

Secretary Werks. Yes, sir. 

Mr. Patrman. Your assistant in charge of BDSA—as follows: 


We are just reactivating something our very wonderful Herbert Hoover started. 


You said a while ago it started under Mr. Roper, I believe. 

Secretary Wrexs. You asked me about the Business Advisory 
Council. I said that was started by Secretary Roper. 

Mr. Parman. They were different groups, one was Business Ad- 
visory Council, this is BDSA. 
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The Wall Street Journal story reported BDSA had at that time 
about 760 full-time workers, with perhaps 30 or 35 top assistants 
who were WOC’s—that is, employed without compensation. 

Can you tell us how many WOC’s you have in BDSA now, the 
total? 

Secretary Weeks. Can I tell you? 

Mr. ParmMan. Yes, sir. 

Secretary Werks. Yes, sir; that is in the record. I said 29 today. 

Mr. Parman. Fifteen of them are heads of divisions? 

Secretary Werks. Yes, sir. 

Mr. Parman. The Wall Street Journal said that a list of companies 
currently supplying these WOC’s include the Aluminum Company of 
America, Owens-Illinois Glass, Bridgeport Brass, Continental Can, 
Dow Chemical, General Electric, etc. 

They are rather large companies. Do any of the small companies 
supply people for you without compensation, Mr. Secretary? 

Secretary Weeks. Yes, sir. 

Mr. Parman. This list that you have put in the record will indicate 
the large ones and small ones, not by stating whether they are large 
or small, but they will name the concerns that they represent? 

Secretary Werks. A list of the WOC’s? 

Mr. Parman. Yes, sir. 

Secretary Werks. Yes, sir. 

Mr. Parman. Haven’t you been requested to supply that list? 

Secretary Weeks. I don’t think so. 

Mr. Patrman. I would like to request that you supply the names 
along with their affiliations and businesses, including financial. 

Secretary Werks. You want those—do you want the ones that are 
with us now, or do you want to go back a few years? 

Mr. Parman. Let us go back 2 years. 

Mr. Wotcort. Let us go back 5 years. 

Mr. Parman. All right, since the Korean war started. 

Mr. Mutter. Let us have an indication of which of them are there 
now. 

May we have that? 

Secretary Weeks. I can’t hear that last question. 

Mr. Mutter. May we have the list indicate which of those are 
there now? Those that were there 3 or 4 years ago may have left. 

Secretary Werks. We will give you the whole story. 

Mr. Wotcorr. We have never had anything political about this, 
so there is no implication to what I said. 

Mr. Parman. No. 

You will state the dates they served, and so forth, and the list will 
disclose the number on there when the program started, how they 
changed and rotated, and the ones that remained, and their affiliations 
all the way through? 

Secretary Weeks. Yes, sir. 

(The information is as follows:) 
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Mr. Parman. Earlier this year, Mr. Secretary, the BDSA clamped 
down on the export of scrap copper and scrap brass. A number of 
scrap dealers who were mostly small-business men complained to the 
House Small Business Committee that this action worked a hardship 
on them. Their specific complaints were that prices of scrap were 
higher in Europe than in this country, and they could get higher prices 
for export, except that you would not let them export. At the same 
time prices of virgin copper were higher in Europe. You have no 
regulation which effectively limits the amounts of copper which the 
big copper companies can export. You have a limitation on the 
exportation of copper mined in this country. But it allows the 
United States copper companies to export up to the full amount 
of copper which they smelt in this country from ores mined from 
their foreign mines, and, of course, the United States is always a large 
net importer of copper ores. 

These scrap dealers further claim that the result of your regulation 
is that you reserve the scrap here for purchase by the same big copper 
companies, and these companies buy the copper scrap, refine it, and 
commingle it with virgin metals which they export. In other words, 
their complaint is this: Your BDSA issued regulations which interfere 
with the profit opportunities of a large number of small businesses 
for reasons of national defense, while at the same time your regulation 
does not interfere with the profit opportunities of the big copper 
companies but helps the big copper companies and gives them higher 
profits. 

I wonder how you will go about justifying a regulation which 
interferes with the profit opportunities of small business, keep- 
ing them out of the high-priced market, and making them sell in 
the low-priced market, when you don’t interfere with the profit oppor- 
tunities of the big copper companies, and yet, as I understand it, 
secondary copper could be no more important to the national defense 
nor to peacetime industry than virgin copper. 

Would you like to comment on that, Mr. Secretary? 

Secretary Werks. Well, I will comment in this manner, that the 
restrictions put on under the Export Control Act, a decision as to 
whether there shall be restrictions, is arrived at in joint consultation 
with the Bureau of Foreign Commerce, and the BDSA represented here 
today, and the Office of Defense Mobilization. In other words, 
there are procedures and appeals, if one agency of the Government 
doesn’t like the decision, ete. 

There is an elaborate procedure set up so that before any controls 
of export of either scrap ore or raw materials are put on all that pro- 
cedure is gone through. 

As respecting the situation you described, or that you read there, 
I would say that there has been a shortage of copper and certain 
controls put on, according to the terms of the statute that authorizes 
the controls. 

I think the virgin copper you refer to or the article you read from 
refers to toll cop I would have to have a look at the article and 
I can give you aoa answers to the story, but there hasn’t been in the 
decision any consideration whatever of the size of the producer, 
or the scrap dealer, or anything else. The decision has been based 
upon what we think is essential for the welfare of the country, pri- 
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marily from a defense standpoint, and the standpoint of having 
supplies here for industry use. 

Mr. Paiman. My attention was directed to a situation that oc- 
curred in my own section of the country along the first part of this 
year, particularly about January. All at once, although you were 
severely limiting the exportation of iron and steel scrap, you suddenly 
lifted the restrictions for exportation of scrap from Texas, which im- 
mediately caused the price to go up in the Southwest and made it 
hard on our little industries down there, particularly as their com- 
petitors in other parts of the country continued to get scrap at the 
old prices. I look into it as closely as I could and I discovered that 
these committees were recommending to you—am I correct in this?— 
were recommending to you what you should do about the exportation 
of scrap. These business advisory groups and this other group that 
you speak of were recommending and advising you. Are they advising 
you or not on matters of this kind? 

Secretary WEEks. No, sir. I don’t recall the Business Advisory 
Council ever advised on the question of export controls. I am sure 
they haven’t. The procedure is well established. It operates first 
between the Bureau of Foreign Commerce and the BDSA. Then it 
goes to an advisory committee on export policy. There if there is a 
difference of opinion, any agency member can make an appeal to the 
Secretary of Commerce where the authority finally rests. 

Mr. Parman. In other words, the Secretary makes the final decision 
on it? 

Secretary Werks. If there is disagreement. 

Mr. Parman. Now, Mr. Secretary, the House Small Business 
Committee has had many complaints from aluminum fabricators 
and from people who produce secondary aluminum from aluminum 
scrap. It seems in this case the Government has been taking a 
substantial part of the aluminum supply for the stockpile, and 
a serious shortage of aluminum has occurred. Some of the small 
fabricators have complained to us that in recent months they have 
been able to obtain only about a third or even a fifth of the amount 
of aluminum billets and ingots they normally use. This matter 
became so serious that Dr. Flemming has agreed with one of the sub- 
committees of the House Small Business Committee, under Mr. Yates’ 
chairmanship, on two occasions to cut back shipments that were sched- 
uled for stockpile so as to alleviate the shortage for the small fabri- 
cators. 

You know, of course, that three aluminum companies are fabri- 
cators, too, but they have control over the supply. 

Do you look with favor, Mr. Secretary, on any large concern, 
aluminum or any similar industry, being in the production business, 
and also in the distribution business? Do you have any concern about 
2 or 3 large companies not only producing the basic material but also 
having charge of the large part of the distribution of the fabricated 
articles made from that basic material? 

Secertary Werks. Do I understand you to ask if I believe that a 
concern ought to produce aluminum and distribute it to its cus- 
tomers? 

Mr. Parman. Where they contro! such a large part of the market, 
should there be a point beyond which they should not be allowed to 
go in the interest of the public? 
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Secretary Weeks. Well, the point beyond which they should not 
be allowed to go, and cannot go, is settled by the antitrust statutes, 
I should say, sir. 

Mr. Parman. All right, sir. 

One other question and I will be through. It is about the Bureau 
of the Census. I just wonder if you have given consideration to 
arranging these census figures in a more informative way, so we can 
tell more about whether 1 company is doing 5 percent of the business, or 
10 percent of the business, or 60 percent of the business? Like it is 
now, I don’t think your figures indicate that. 

Secretary Weeks. The figures that are produced by the Bureau of 
the Census? 

Mr. Parman. Yes, sir. 

Secretary Weeks. I would like Mr. Teetor to answer that question. 
My own quick answer is that the figures that the Census Bureau 
produces are confidential. 

Mr. Patrman. In other words, we know how many plants making 
rubber tires and innertubes there are, and how many of these have 
between 20 and 50 employees. We know how many employees there 
are in plants of this size, number of man-hours worked in such plants, 
and the value of manufacturing by such plants, but we do not know 
anything about companies or corporations. The Bureau of the Census 
knows what the companies are, and they could consolidate the figures 
for all the various plants of a company, but they don’t do it. In 
other words, we would like to know how many companies manu- 
facture rubber tires, and if Goodyear had, let us say, 50 different 
plants we would like to know what the total for Goodyear is, or if you 
don’t wish to reveal the figures for an individual company—I don’t 
criticize you for that—then at least we would like to know what the 
total for Goodyear is, plus 3 or 4 other companies of about the same 
size as Goodyear. 

In short, these reports which cost the taxpayers several million 
dollars every time you take them, and which put small business 
firms to a great deal of work filling out questionnaires, would be 
valuable, not just to the big corporations for use in planning their 
advertising and sales campaigns, but they would also be useful to 
small business and to Congress and the public generally, for a variety 
of purposes, if they were tabulated on a consolidated basis like the 
reports which the Bureau of Internal Revenue makes on corporate 
income tax returns. 

I wonder if you would look into the problem and let the committee 
know at a later time what you will be willing to have the Bureau of 
the Census make along these lines from the manufacturing and 
business questionnaires it is now about to tabulate? 

Secretary Werks. I would like Assistant Secretary Teetor to 
comment, if he will. 

Mr. Patan. All right, sir. 

Mr. Treetor. In the first place, Mr. Congressman, we are prohibited 
by law from giving out the figures of any individual company. 

Mr. Patan. I didn’t ask you that. I specifically excluded that 
in my request. I asked you if you prepared figures that would not 
include individual companies. 

Mr. TrrTor. By categories of products we do publish the figures 
now, and we are now making manufacturers’ census for all manufac- 
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turers of all products, and we hope to have those results out very soon. 
We can’t break manufacturing down into every product that is made. 
rT sd . . > 

“hat is impossible from the standpoint of cost. 

Mr. Parman. May I respectfully request the Secretary to answer 
these questions in writing, and that will save us some time in question- 
ing. 

Mr. Terror. All right. 

Mr. Parman. That is, prior to the making up of the record, of 
course. 

(There follows an inserted statement in reply to Mr. Patman’s 
request for the views, and plans of the Department with respect to 
company detail in the 1954 census of manufacturers: ) 

The Bureau of the Ce.isus has, in recent years, prepared several statistical 
tabulations on a company basis. One type of tabulation shows the number of 
establishments, employment, payrolls, man-hours, and value added by manu- 
facture within each manufacturing industry, distributed by the total manufactur- 
ing employment size of the companies engaged in each of the 450 different manu- 
facturing industries. Such tables were prepared from the 1947 census of manu- 
factures for the Office of Small Business, National Production Authority. A 
similar company-size table for the year 1951 was prepared for the Small Defense 
Plants Administration from the records of the annual survey of manufactures. 
A similar table is being planned for the 1954 census of manufactures and will 
be published as a special report in that census publication series. 

Another type of presentation of company statistics is the concentration ratio 
table, showing the largest 4 and the largest 8 companies in each manufacturing 
industry. Such a table was prepared in December 1949, at the request of the 
Subcommittee on Study of Monopoly Power, of the House Committee on the 
Judiciary. This table showed for each industry, concentration ratios for 1947, 
with comparable figures for 1935. Subsequently, the Census Bureau prepared 
such a concentration study indicating the first 4 and the first 8 companies for 
1950 at the request of the Federal Trade Commission, and a similar one for 1951 
at the request of the Small Defense Plant Administration. These reports were 
based on the annual survey of manufactures for each year respectively. A 
similar table is being planned for the 1954 census of manufactures. 

The CHarrmMan. Are there any further questions? 

Mr. Mutrer. Yes, Mr. Chairman, very briefly, because it is 
getting late. 

Mr. Secretary, directing ourselves briefly to the question of the 
Loan Policy Board set up by the Small Business Act, your Office under 
vour direction participates in the making of the loan policy for the 
Small Business Administration? 

Secretary Werks. Yes, sir. 

Mr. Mutter. Generally speaking, I think we can find the broad 
policy divided into three categories: One, interest rate, second, delega- 
tion of authority to regional offices, and, third, type of loans. 

Excluding the third category, have you made any recommendations, 
either you or your designated assistant, made any recommendations 
as to what the interest rate should be that should be charged by the 
SBA? 

Secretary Weeks. I will ask Mr. Oechsle if he will comment. He 
represents me as my nominee and representative on the Loan Policy 
Board. 

Mr. Orcusie. That matter came up some time ago, and it was 
decided at that time that on direct loans, 6 percent should be uniform 
throughout the country, on a direct loan, but where a bank participa- 
tion loan was involved, that the interest rates would be varied because 
the interest rates varied in banks in certain sections of the country. 
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Also the type of loan might require more work on the part of the 
bank than another type of loan might make, such as war housing, and 
that became a factor in interest rates on a participating loan. 

Mr. Mutter. At that time did you have before you the hearings 
that had been. conducted by the Small Business Committee through- 
out the country, with particular reference to interest rates, disclosing 
that there was a difference of interest rate in various regions as 
charged by the banks and other lending institutions? 

Mr. Oecus.e. Yes, sir. 

Mr. Parman. Yet, rather than provide that the interest rate be the 
same as a local custom in each region, you recommended that it be a 
uniform rate throughout the country? 

Mr. Oxcus.e. On direct loans only. 

Mr. Mutter. Isn’t it also uniform on participating loans? Hasn’t 
your recommendation or policy been that it be uniform also on parti- 
cipating loans? 

Mr. Oxrcuste. No. That varies. 

Mr. Mutter. Then it is only on direct loans that it is uniform? 

Mr. Oxrcus.e. Yes, sir. We felt, in other words, that every citizen 
in this country had the right to borrow money on a direct loan from 
a Government agency and he should not be charged any more in one 
section of the country than another when he is borrowing direct 
from the agency, and where the agency has to do all the work of in- 
vestigating the loan. In other words, where it is a participating 
loan, there the bank does the investigating of the customer, gets all 
the information together on the financial statement, and the other 
factors that bear on the type of loan that is being made. 

Mr. Mutter. If in a particular region the local banks were lending 
a small-business man at 4 percent, or 4% percent, or 5 percent, why 
should the Government charge 6 percent for the same type of loan? 

Mr. Orcuste. I am talking about the fact that on direct loans only, 
where SBA made the direct loans. 

Mr. Mutter. I am talking about direct loans. 

Mr. Orcus.ie. That is on a 6-percent basis. 

Mr. Mutter. Where a bank will make a direct loan without any 
Government participation, and SBA doesn’t participate at all, but the 
local rate is 4, 4%, or 5 percent, as is the fact in many regions; why 
should the Government charge 6 percent for the same kind of a loan? 

Mr. Oxrcusuie. As a matter of fact, we only get the loans that the 
banks won’t take. 

Mr. Mutter. That is right. If the bank will take it you can’t 
make the loan. That is the law. 

Mr. Orcuste. That is right. 

Mr. Mutter. The fact of the matter is there are loans that are made 
to small-business men throughout the various regions, and made at 4, 
4% or 5 percent. In those same regions SBA is making the same type 
of loans and charging 6 percent. How do you justify that? 

Secretary Weeks. I think, Mr. Congressman, that most of these 
loans are term loans. I believe they run 3 to 5 years, and in some 
cases 10 years. In the normal practice in banking circles it is to charge 
a higher rate for a long-term loan than for a loan that is current 
within 6 months to a year. 

Mr. Mutter. You say that the lending institutions charge a higher 
rate on a long-term loan? : 
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Secretary Werks. Yes, sir. 

Mr. Mutter. But none of the banks are making any 10-year 
loans, are they? 

Secretary Weeks. Not very many. They have some term loss but, 
generally speaking, the loans that are made by the SBA are longer 
term than private banking loans would be. 

Mr. Mutter. Regardless of whether it is a 1-year loan, short-term, 
long-term loan, 10-year loan, SBA makes the same charge, the same 


interest rate on all of those loans; isn’t that so? I am talking about 
direct loans. 


Mr. Orcas te. That is right. 

Mr. Mutter. How do you justify it? 

Mr. Treetor. They are higher risks. 

Mr. Mutter. What is the justification of charging the same interest 
rate throughout the country when in local communities in various 
regions on that same type loan they will charge a lesser rate of interest? 

Mr. Teeror. In the first place, we have very few, if any, short-term 
loans. They are always long-term loans. Most of these people are 
in trouble when they come to us. They have been to the banks. 
They need money for an extended period. 

Mr. Mutter. What do you consider a long-term loan, and whatdo 
you consider a short-term? 

Mr. Trrror. I would say anything over 3 years is considered a 
long-term loan. These loans go up to 10 years. What percentage 
are 10 years, do you suppose? 

Mr. Orcus.e. I would say quite a sizable percentage of them would 
go up, maybe 20 years. 

Mr. Terror. We don’t know exactly the percentage that goes up 
to 10 years. 

Mr. Mutter. The average term of all SBA loans is 6 years. The 
largest proportion of them are up to 3 years—3 years, or less. 

Mr. Orscuste. The longer ones are where they are building new 
plants. They run into a longer term. 

Mr. Mutter. That is right. I would say at least half of the SBA 
loans throughout the country have been up to 3 years. That is 
definitely short term. Yet you go into various regions of the country 
and the banks are making up to 3-year loans at less than 6 percent. 

Mr. Terror. The reason is these are high-risk loans. If they 
weren’t high-risk loans the banks would make them, themselves, in 
the communities where they are. 

Mr. Mutter. Would you say a loan is a high-risk loan when there 
is reasonable assurance of repayment? 

Mr. Treror. Yes, sir; risk varies between people. No two risks 
are exactly alike. It is a matter of degree, and we wouldn’t make 
any loan if there wasn’t some reasonable assurance of repayment. 
But there are various degrees of reasonable assurance, and I would say 
that the loans that come into SBA are generally of the high-risk variety. 

No. 3 is they are expensive loans. 

Secretary Werks. Congressman, could I, before Mr. Patman goes, 
correct a statement I made, or at least supplement it? I find that 
Executive Order 10182, which was issued by President Truman on 
November 21, 1950, on this w. o. c. business, required the filing monthly 
the list of all w. o. c.’s with affiliations, so that these lists are on file 
and have been since the date of the Executive order. 
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Mr. Parman. That will make it easier for them to be fixed up for 
the record. 

Secretary Weeks. You would like them supplied? 

Mr. ParMan. Yes, sir; we don’t have immediate access to them. 

Mr. Murer. What test do you apply to determine whether a loan 
is a high-risk loan? 

Mr. Trrtror. We use all the tests that any banker would use—what 
his experience has been in the past, whether he has borrowed money 
before and paid it back, how his business is going, what chances he 
has of success in the future. 

Mr. Mutter. Do you take into account the percentage of defaults 
in that particular type of loan? 

Mr. TreEetor. I suppose so; yes. It is a high-risk business. 

Mr. Mutter. I think if you will review the program that has been 
in existence and its operations up to now, you will have to exclude 
high-risk loans as a reason for the uniform rate of interest. If that 
were going to be one of the considerations in determining uniform rate 
of interest, then you have no justification for charging only 6 percent 
in those regions of the country where they get 8, 9, and 12 percent. 
The banks in some regions get from 8 to 12 percent. 

Mr. Terror. You are not suggesting that we should have various 
rates over the country on direct loans? 

Mr. Mutter. Yes;I am. I am suggesting your rates should con- 
form to the rate prevalent in each region; that a uniform interest rate 
throughout the country is not a proper way of running this program. 

Mr. Terror. Then we should charge different rates on our Govern- 
ment bonds and pay a higher rate in one section than another? 

Mr. Mutrer. Government bonds are sold on the same market 
throughout the country. Your Government bond has the same 
guaranty and the same lack of risk no matter where you may be when 
you buy the bonds, whether you buy it in Europe, or on Wall Street 
in New York, or in a little bank in the smallest community in the 
country. It is the same guaranty behind that bond and the same 
lack of risk in buying it. 

Mr. Terror. I understand that, but it is a matter of treating all 
citizens alike, isn’t it? 

Mr. Woucorr. Are you implying—that is the understanding I 
get, and maybe I am wrong—that the SBA should charge the pre- 
vailing rate of interest, regardless of whether it might be over 6 per- 
cent or 12 percent? 

Mr. Mutrsr. No, I say it is unconscionable to charge more than 
6 percent, even though that may be the situation in some areas of the 
country. I think there should be a limit of 6 percent. 

Mr. Wotcorr. You said in some localities banks charge up to 12 
percent. I don’t happen to know of any, but they might be. Now, 
as I understand it, you are complaining that the high interest rate, 
which is 6 percent, is predicated upon the fact that they should charge 
the prevailing rate of interest that is charged by banks, and you say 
some of them go up to 12 percent. You certainly don’t mean that the 
SBA should charge 12 percent? 

Mr. Mutter. I certainly do not want anyone to infer that I would 
recommend or approve charging more than 6 percent. 

Mr. Woucorr. Maybe the average is 6 percent all over the country. 
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Mr. Mutter. I pointed out the high rate of interest charged in 
some of these areas would indicate that the high risk element cannot 
be taken into account as a reason for charging a uniform rate. 

Mr. Wotcort. East of the Mississippi, I believe, most of the usury 
laws prevent charging over 8 percent, and many of them prevent 
charging over 7 percent. In the East they are a little lower; in the 
Southwest a little higher, and maybe that is why you find the 12- 
percent rate. Perhaps the average of all these localities that are 
making banking loans, which is all over the United States, might 
be 6 percent. 

Mr. Mutter. If you average them? I don’t know. I haven’t 
tried to average them. You may get to an average, but the difficulty 
is we are not lending money on the basis of average. We are going 
into the various regions and lending in each region. You are trying 
to help the small-business man who by the very nature of his business, 
and the smallness of his business, is limited to the region where he is 
located. He can’t stretch across the country with his business. 
He can’t do as the big companies do, float a bond issue or stock issue 
and raise his money that way. He must get his money locally, except 
in those instances where the Small Business Administration will go 
into the region and lend it to him. 

Mr. Woxcorr. Locally he can get it down to three and a half 
percent in some instances. 

Mr. Mutter. Yes. 

Mr. Wotcort. Six percent is their average median. 

Mr. Mutter. The fact it is an average median still doesn’t excuse 
charging 6 percent where the local bank on that type of loan will 
charge four and a half or five percent. 

Mr. Wotcort. In determining the average you have got to give 
some weight to the risk. The banks won’t make a loan at any rate 
and then the Small Business Administration might in some cases, if 
the top rate is 6 percent, may make a loan, even a risk loan where the 
bank wouldn’t give at 12 percent. They might get it from the SBA 
at 6 percent. 

The CuarrmMan. Does the SBA make no loans at less than 6 percent? 

Mr. Mutter. That is correct. 

The CHarrMan. When the bank in a high interest section partici- 
pates in a loan those rates go up; isn’t that true? 

Mr. Mutter. That is right. 7 

The CHatrMan. So the 6 percent is the minimum. It may go very 
much higher? 

Mr. Murer. Under the operation of the present law it is the 
minimum and maximum on direct loans. There is no variance. 
The fact of the matter is where a bank will participate and lend part 
of the money—if it is a hundred thousand dollar loan, and the bank 
lends $50,000, SBA the other $50,000, SBA will charge 6 percent on 
its $50,000 and the local bank may be charging only 4 or 5 percent 
on its $50,000, but where the bank charges more than 6 percent the 
SBA does the same and charges the same high rates. 

Mr. Teetor. Mr. Congressman, if we made various rates over the 
country don’t you think we would have lots of trouble from people 
who would say, “Our tax money from this section helped make up 
the money that is loaned. Why should we pay any higher rate in 
this section than another section pays?” 
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Mr. Mutter. I pay no attention to an argument of that kind 
because if you follow that kind of an argument the New York repre- 
sentatives like myself, every time any legislation like this came along 
would say, “Nothing doing, New York State pays 14 percent of the 
tax load of the country. Why should we contribute?”’ 

Mr. Wotcorrt. Just a minute. Will you give a little weight to the 
deposits that are made by the people of Michigan in New York and 
the people of Chicago in New York in relation to those tax figures? 

Mr. Mutter. We are not taxing those deposits. 

Mr. Wotcorr. You loan it out. That has been settled here in this 
committee a good many years. I used that same argument a good 
many times, but I was totally completely defeated on it. 

Mr. Mutter. The fact of the matter is that those are the statistics 
on the subject, and while we do get a lot of outside State money into 
the State of New York, and welcome it, we don’t tax it. We New 
Yorkers have never taken the position that because we pay a larger 
part of the taxload that the rest of the country that needs help 
shouldn’t get help from us. We are looking on this country as an 
entity, and let its tax money be used for the benefit and welfare of 
all of its people no matter where they may be and no matter what 
their business. 

Mr. Wo tcorr. You assume to pay taxes on the profits from the 
money which the Nation generally pours into New York? 

Mr. Mutter. Yes, sir; we do it very willingly. 

Mr. Wo corr. I was quite interested back in Michigan, because 
the huge motor industry paid a huge rate of taxes. They paid much 
more than some of the other States. I was told by somebody from 
South Carolina, ““‘Why shouldn’t you, when we send our money up 
to Detroit to keep you going.”” That is true of New York. 

Mr. Mutter. That brings me to the question of delegating authority 
to the regional offices the power to make loans. Was that matter of 
policy discussed with your office? 

Mr. Tretor. Yes, sir. 

Mr. Mutter. Can you give us any reason why the SBA should not 
delegate authority to make loans, at least the small loans, to the 
regional offices? 

Mr. Orcus.ie. They have it on participating loans up to $50,000. 

Mr. Mutter. Has it worked out well? 

Mr. Orcusie. Not on direct loans. 

Mr. Mutrer. On participating loans, has it worked out well? 

Mr. Orcuste. Yes, sir. 

Mr. Murer. Why shouldn’t the man who wants a small loan 
directly from the SBA, can’t get it anywhere else, why should he have 
to follow his application through the regional office, down here to 
Washington office, which means in many cases he just can’t do it? 
He hasn’t the time or money to come here and try to follow the process- 
ing of his application here in Washington? 

Mr. Oxrcus.ie. You have to remember that a direct loan must 
already be turned down by two local banks, and then the job of process- 
ing that loan falls on the SBA entirely, and to eliminate any possibility 
of putting into the hands of our people in the field the question of in- 
fluence we have taken that out of the hands of the regional offices and 
have made it a rule that all direct loans must be passed on by Washing- 
ton, but participating loans, where the bank makes the investigation 
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of the loan and participates in it, that is up to the bank to handle. 
We will give them up to $50,000 loans to pass on in the regions. 

Mr. Mutter. Is there any other reason other than the possibility 
of influence being used in the region, to get approval of a local loan? 

Mr. Orcus.e. Plus the fact that the experience of the people that 
we have in the field is not quite as good as the loan policy group that 
is in Washington that passes on this, the loan processing boards, and 
they want to give them a thorough screening to make sure that those 
loans have every reasonable expectation of being repaid after two 
banks have turned them down. 

Mr. Mutter. So far as your argument is concerned about possible 
influence, I refuse to believe that these men in the field in the regional 
offices cannot be trusted to the same extent, and just as fully as the 
men here in Washington. 

Mr. Orcus.Le. You must remember, however, that we did have some 
difficulty in that respect with the RFC. I believe that was one of the 
reasons why it was washed out. 

Mr. Mutrer. In the regional offices? 

Mr. Orcus.e. Regional or national basis. 

Mr. Mutrer. [| think you are mistaken. If you will review the 
facts you will find we had much less difficulty on the loans that were 
authorized and made directly in the field through the local offices 
than those that came out of Washington. On small loans there was 
very little difficulty. Those are the ones that RFC handled directly 
or authorized directly in the field. If you will read the record de- 
veloped before the SBA this year, I think you will find that the men 
in the field are doing just as good a job, if not a better job, than the 
men here at home in Washington. They are closer to the applicant. 
They have personally viewed the applicant’s facilities. They know 
what the local situation is, and the man sitting here in Washington 
reading those cold papers can’t possibly know as much as the regional 
director would know. 

Mr. Terror. Mr. Congressman, I think the greater reason is the 
matter of experience in the field. Some of these men in the field have 
had very little banking experience. Some of them are new, some of 
them are new in the communities. A bank that has lived in a com- 
munity with business for a long time knows the people. It can almost 
give an off-the-cuff decision on things like that. 

Our men can’t do that. They need help. They need the help of 
the Washington people, and we just believe that that is what the 
average citizen would want us to do, and not trust somebody that is 
fairly new in the community without too much banking experience 
to pass on these loans. We bring it in here and we use the best 
judgment we can. We think that has been the best policy. 

Mr. Mutter. The average citizen does not want to travel to 
Washington for his loans. That is one of the principal reasons why 
there have been so few loans granted by SBA. 

Mr. TrEetor. He doesn’t have to travel to Washington, he can 
send all the figures in and we can decide in Washington whether it is 
a good loan or not. He doesn’t have to come down. Why would he 
want to come down? 

Secretary Werks. I think, Mr. Congressman, the record of the 
loans being paid, payments being met on time, and so forth, that the 
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record is very good and would indicate that the policy being followed 
is a satisfactory policy. 

Mr. Mutter. The record of repayment has been good, but that 
doesn’t mean that all the loans that have been turned down have 
been bad. There were some 5,000 applications that were made. | 
am not talking about the inquiries, but I am talking about 5,000 
applications that were processed and sent to Washington. Only 
some 1,100 were approved. Of the 1,100 only some 700 were dis- 
bursed. With that kind of a record they should be awfully good 
loans. There should be next to no defaults, but that doesn’t mean 
that the men in the field who recommended most of those loans that 
were turned down in Washington made any mistakes. We can’t say 
that the loan didn’t go into default because the loan wasn’t made. 
I know from personal experience from what I have seen in the record, 
the records I have examined of these applicants, that many a good 
loan has been turned down. 

You are not going to make this program work if we continue the 
way we are doing, because we can’t justify continuing a lending 
facility in this agency if all we are going to get is some seven-hundred- 
and-sixty-odd loans, approved and disbursed, in an 18-month period. 

Mr. Wotcorr. May I interject and ask a question? 

What would you suggest be done to make the program work? 

Mr. Mutter. I think as to the small loans you must delegate the 
authority into the regions. 

Mr. Wotcorr. And Congress set the interest rate? 

Mr. Mutter. Then you don’t have the problem of worrying about 
the regional rate. If the region is making and approving the loan 
it can then fix the interest rate in accordance with what the region is 
paying, and what the banks are charging. 

Mr. Wotcorr. Do we expect the House Small Business Committee 
to come in with some recommendations? 

Mr. Mutrer. The full committee expects to meet this afternoon 
on this very problem. 

Mr. Wo corr. We will take that up when we get the small business 
bill? 

Mr. Mutter. Yes, sir. 

Mr. Wipna.u. Will the Small Business Committee have in the 
record, available for members of this committee, typical examples, 
names, businesses, circumstances, and so forth, to show where loans, 
they believe were warranted, have been turned down? 

Mr. Mutter. The printed record is already available to the mem- 
bers. The printed record of all the testimony that was adduced 
before the subcommittee of the Small Business Committee contains 
those illustrations. 

Mr. Wotcorr. Will you give us some examples in your report so 
we can read it as we run? 

Mr. Mutter. We will not name any names in the reports. 

(Whereupon, the committee adjourned.) 
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